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THE TRUE PRINCIPLES OF BANKING. 


The recent revulsion in the money market and the panic among 
the banks are largely traceable to two causes: 1, to the policy of 
allowing interest on deposits; and 2, to an unwise reduction of the 
reserve funds of the banks. These causes have become more mani- 
fest within one or two years past. To these may be added an un- 
precedented amount of new loans on the market, for account of 
States, cities, counties, and railroads. In placing these bonds upon 
the market, the Western and Southern portions of the country be- 
came creditors, and drew largely upon the currency reserves of the 
Eastern cities. 

These currency funds would, it is true, soon return to Wall Street 
in the ordinary current of trade; but a disturbance would exist for 
the time being, and affect the existing balances of the whole body of 
banks and bankers. 

It was the incessant drain upon Wall Street for currency in 
August and September, for account and use of country bankers, 
which lessened the strength of New York City banks and bankers ; 
and operated most powerfully upon those having the largest 
business and the most extended credits. The New York City 
banks held in July, 1873, deposits of country banks and _ bank- 
Fi CT TE oe Rr PT ee Sa en Te Ie er $ 100,000,000 
City bankers held (if is estimated) as much more 100,000,000 

$ 200,000,000 
22 
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in addition to about one hundred millions of deposits for mercantile 
houses and others. It then became the manifest duty of our city 
banks and bankers, for their own protection and safety, to lessen 
their loans and thereby to increase their reserve. 


Assuming these deposits to be, in bulk, three hundred millions of 
dollars, the banks might rightly assume that they would, in case of 
a stringency or a panic, be liable to calls for about one hundred mil- 
lions. 

But the banks of the city had most unwisely lessened their legal 
reserve from eighty-seven millions, in September, 1866, to thirty-four 
millions in September, 1873. They allowed their legal tender reserve 
to fall to sixty-five millions in January, 1867; sixty-two millions in 
January, 1868; to forty-eight millions in January, 1869; forty-five 
millions in January, 1870; forty millions in January, 1872; and to 
forty-one millions in January, 1873. This, too, in view of an in- 
crease in deposits from 180 millions in January, 1869, to 237 mil- 
lions in August, 1873. Certainly, if eighty-seven millions were 
searcely adequate in September, 1866, a reserve of thirty-four to 
fifty millions in 1873 was entirely too low, in the face of accumulat- 
ing liabilities. 

This increase of cash liabilities, mainly for account of country 
bankers, whose surplus or available funds were kept in Wall Street 
for daily use, has been largely owing to the vicious policy of claim- 
ing (and receiving) interest on deposits. The deposits of forty-five 
hundred country banks and bankers in the banks of Wall Street, 
were made largely under the plea of realizing an interest on these 
daily or weekly balances ; but the creditors forgot, in many instances, 
that in order to compensate themselves for this outlay of interest 
the New York City banks must (IN THEIR OWN DEFENSE) loan out 

these identical funds to the extent of seventy or eighty per cent. 


Thus, a New York house having deposits from the country of 
$ 1,000,000, on which they would pay four (or five) per cent. interest 
annually, would feel compelled to loan out about four-fifths (or 
$ 800,000) at market rates in order to indemnify itself for the pay- 
ment of interest. If the 4500 country bankers, owing to any un- 
usual or excessive demand at home, draw largely or generally on 
their New York balances, they find, at their cost, that these funds 
have to accomplish double purposes, viz.: loans at home and loans 
in Wall Street. The whole system is a pernicious one, and fraught 
with danger both to the city banker and to the country banker. 


This danger arises from the constant temptations which exist in 
New York, to loan too largely to new and vast enterprises in the 
new States. If our readers will refer to page 279 of our last number, 
they will see, in three lines, one potent cause of a panic. The rail- 
roads of the Unrrep States were last year increased to the extent 
of 6467 miles; while those of the year 1873 will perhaps approach 
the same immense length. Assuming these as only (together) 10,000 
miles, at an average cost of $55,000 per mile (see page 276), we 
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find that a capital of five hundred and fifty millions is demanded in 
order to construct them. 


It is true that about one-half of this vast sum is raised (or paid) 
in bonds to run some ten, twenty or thirty years; and it is also 
true that a very large portion is placed (or has been placed) upon 
the European markets; but yet the fact stares us in the face that the 
builders and promoters of these 10,000 miles must inevitably draw, 
first or last, upon Wall Street for the cost of construction. 

To show how this drain upon country bank deposits in Wall 
Street disturbs all the parties,* (debtors and ecreditors,) it is necessary 
to mention only one case of recent occurrence. A prominent banking 
concern in Nassau Street had held throughout the year 1873, (March 
to July), an average of three millions of such deposits, which would 
not, in the course of three or four ordinary years, vary twenty per 
cent. From the middle of September to the middle of October, 
1873, their deposits fell to $650,000, a reduction of OVER SEVENTY 
PER CENT. in thirty or forty days. 

THE HOUSE STILL STANDS. We mention it as one of a long series 
of cases, in and near Wall Street, wherein numerous parties fell a sac- 
rifice to TOO MUCH BUSINESS. It was such sudden calls of magnitude 
that compelled such old and wealthy firms as Howes & Macy, 
Henry Ciews & Co., Jay Cooke & Co., Fisk & Hatcu, GitMAn, 
Son & Co., Kenyon Cox & Co. and others to suspend, with surplus 
profits on their books to the extent of millions, nominally. 


Let the following extract from the New York Tribune of the 16th 
of October, be a remark applicable to numerous cases in New York, 
Philadelphia and other cities, in the months of September and Octo- 
ber, 1873: 

The most important of the failures yesterday was GILMAN, Son & 
Co., of No. 47 Exchange Place. They were an old and conservative 
house, and had been highly esteemed in the street. They had large bal- 
ances due to many correspondents throughout the country, and having 
used their money in proper channels of trade and finance IN ORDER TO 
EARN THE INTEREST THEY PAID TO THEIR CUSTOMERS, they were 
unable to obtain their money when it was needed. 

Another accompaniment of this financial weakness in Wall Street, 
is the force of exainple. The South and West (we may say the 
whole country), take their tone from New York City. Thus the 
national banks of the country, in their aggregate condition, in 1866 
and 1873, reported as follows :. 

Deposits. Legal Reserve. Specie. 
January, 1866 $ 665,000,000 .. $187,000,000 .. $16,909,000 
April, 1873 780,000,000 .. 99,000,000 .. 16,800,000 


* Four parties at least, viz.: Ist, the depositors in the country bank; 2d, the 
country bank itself, whose funds in New York are reloaned ON CALL to many 
who cannot respond; 3d, the Wall Street banker, who is driven to the wall, 
because his country correspondents and creditors are themselves sorely ag 
and demand their money; 4th, the city customers of the Wall Street banker, 
who have borrowed 75 per cent. on stocks, and which stocks are sold out at 50 
or 60 cents. 
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With 120 millions of additional deposits, they held less than 100 
millions of legal reserve. During this long interval they held at 
various times, from thirty to forty-eight millions cf specie, besides 
100 or 150 millions in gold received from the public treasury and 
sold, every dollar of which should have been husbanded for an early 
resumption of specie payments. 

Now, if the banks of New York desire to keep themselves and 
their customers in a safe condition hereafter, and to give a healthy tone 
to the banking interests and to the commercial phases of the country, 
they will AT ONCE set themselves to a resumption of their position, 
as in the years 1866, 1868, and 1870, by restoring their legal reserve 
to eighty or ninety millions of dollars, or an average of thirty-three 
cents to each dollar of liabilities. To be sure this will curtail their 
profits temporarily, but it will secure steadiness in the market in 
future years. If this had been done early in 1873, the banks could 
have stood any combined pressure on the part of their whole body of 
creditors, from Bangor on the east to San Francisco on the west. 


‘There are two other causes of the late crisis, of a minor character, 
which should not be overlooked in legislation hereafter. The experi- 
ence of the past should serve as a caution for the future. We allude 
to the business undertaken by our local trust companies, whereby 
they have all placed themselves in jeopardy and some have gone into 
bankruptcy. Such companies were not intended by the legislature 
to assume the reception of heavy deposits repayable AT CALL and 
thus to compete with the chartered banks, whose objects and opera- 
tions are of an entirely different nature from those of a trust com- 


pany. The business of a trust company is clearly indicated by its 
title, and should be confined to the reception of deposits on time, and 
no deposit to be withdrawn under less than thirty or sixty days’ 
notice. The very fact of paying interest on deposits shows that such 
monies are to be invested in bonds and mortgages and other securities, 
which ordinarily — time for their conversion (without deprecia- 


tion or loss) into cash when the funds are demanded. 

The second minor cause of disturbance is produced by the usury 
laws. These are still in force in the State of New York, notwith- 
standing the experience of the last fifty years has clearly demon- 
strated that such laws are an obstacle to the free use of capital. 
They interfere at all times with the interests of both borrowers 
and lenders; but they are peculiarly oppressive in a time of panic 
or stringency, wheh many capitalists will not loan at legal rates, 
and will not violate the law by lending at larger rates, or rates 
commensurate with the extra hazards existing during a revulsion. 
If our banks were allowed, (as in the case of the BANK OF 
ENGLAND,) to advance their rates of discount to eight, nine, ten 
or twelve per cent. in periods of emergency, needy borrowers could 
be supplied to meet temporary wants from their creditors. 

Lombard street is not afflicted with the panics, the revulsions and 
the dangers which Wall Street has exhibited almost every month of 
the past two years. Paris (whether under suspension, as at preseut, 
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or paying specie as in 1870) exhibits no such financial distress. The 
following are, in brief, the chief items of Paris and London : 
Deposits. Circulation. Specie. 

BANK OF ENGLAND.... $ 120,000,000 .. $80,000,000 .. $ 125,000,000 

3ANK OF FRANCE 60,000,000 .. *560,000,000 .. — 140,000,000 

New YORK 200,000,000 .. +t 27,000,000 .. ¢ 34,000,000 

To the 120 millions of deposits in the BANK OF ENGLAND should 
be added eighty millions sterling, or 400 millions, for the Joint Stock 
banks of London. 

Thus, New York, with a slender reserve of thirty-four millions, 
has to bear the brunt of demands of creditors in this city, and those 
of the whole Unitrep States. ‘Those who wish to examine these 
comparative tables more fully will find them in full in the Banker’s 
Almanac for 1873, pp. 218 to 224 and 250, 251. In order to illus- 
trate more fully this admirable policy of the BANK oF ENGLAND, 
with reference to its agency in the finances and the commerce of 
that country, we give to our readers another chapter of Mr. 
Bacenor’s work on Lombard Street—a description of the Money 
Market, recently republished in this city. 


CoIn AND CURRENCY IN EUROPE. 


The following table represents the circulation and the coin reserve 
of several of the leading banking institutions of the continent. 


Circulation. Loans. Coin. 
Prussian Bank £ 40,000,000 .... £ 29,000,000 .... £ 36,000,000 
Austrian National B’k. 33,700,000 .... 21,500,000 .... 14,500,000 
Nat. Bank of Belgium. 13,300,000 .... 10,300,000... 5,700,000 
Netherlands Bank 13,300,000 ...- 9,000,000... 8,500,000 

A London cotemporary remarks upon the recent crisis in New 
York : 

“Two considerations present themselves as the inevitable conclusion 
from the present crisis; the first is, that the £3,000,000 Alabama 
indemnity, over which so much turmoil and trouble were expended, is 
a small item when compared with the commercial prosperity of a 
great country ; it has been absorbed in a day in the present pressure. 
The second is, that railway and other enterprises ought to be confined 
within the bounds of the actual capital subscribed for the particular 
line, or within the capital ability of the financing firm. It is because 
both these elements of safety have been disregarded that the present 
reaction is both sudden and severe.” 


While we are on this subject we may with advantage to our 
readers submit the following remarks by the New York Evening Post, 
under date October 9th : 


“Our own explanation of the facts is, that we have gone on making 
money much faster than we have made value, and that prices have 
gone up because we had more money than we could use rightly, and 
we are a little surprised when a leading banker tells us that in reality 


* Total for all FRANCE. t 700 millions for the UNITED STATES. 
; Legal tender paper money and add eighteen millions specie. 
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we have less money than we can use, and want a new issue of incon- 
vertible paper. Unless our whole reading of political economy, and 
our entire observation of the experiences of nations at home and 
abroad are faulty, this doctrine is unsound. Being unsound, it is 
dangerous. It is likely to lead to a continuation of the very policy 
which has brought about the late derangements, and which will keep 
us in an unsettled and feverish condition if it be not arrested. It is 
particularly dangerous at this time, when a glorious and not-to-be- 
neglected opportunity is presented to the country for recovering from 
an evil habit and getting back to a sound and healthful state. Now 
is the time—or else not for twenty years to come—to infuse into the 
mediums of circulation that specific of which Senator SHERMAY, 
forgetting his party politics for a time, was compelled to say: 

“ Tn all ages and in all countries it has got to be an axiom in financial 
matters that gold alone is the standard of value, and the planetary laws 
which govern the universe are not more fixed and absolute in their sway 
than that law which demands that everything must be measured by the 
gold standard. 


“We do not mean to urge that the payment of specie is to be 
resumed at once, now that the banks do not always pay paper, BUT 
WE DO MEAN TO SAY THAT THE RESOLUTION TO RESUME SHOULD BE 
RESUMED AT ONCE; THAT OUR EYES SHOULD BE TURNED TO THE 
GOAL OF RESUMPTION, AND ONLY TOWARDS THAT GOAL; AND THAT 
ALL ARGUMENTS AND ALL PLANS AND ALL SUGGESTIONS WHICH 
LOOK TO THE INFLATION OF THE PAPER MEDIUM, AND NOT TO THE 
GRADUAL RESTORATION OF THE ACKNOWLEDGED STANDARD OF THE 
WORLD, ARE TO BE DEPRECATED.” 


LONDON JOINT STOCK BANKS. 


Reports for Half-year, 30th June, 1873, compared with the three 
preceding Half Years. 


The following table shows the deposits and the paid-up capital 
and reserve of the several Joint Stock banks of London, June 30, 
1873: 


(0,000°s omitted—thus 28,38 — £ 25,380,000, and 10 — £100,000.) 


Capital paid up and 
Deposits, Cash. ” jf ling 


Banks, and when 1873. —-1872.—~ 1871. 1878. -——1872.—~ 1871. 


Founded. 30 31 30 31 30 31 30 31 

June. Dec. June. Dee. June. Dec. June. Dee. 

Lon. & Westmster. ’34 £28,38 £28,66 £25,83 £26,22 .£3,00 £3,00 £3,00 £3,00 
London Joint Stock °36 . 17,40. 18,54. 20,98. 17,79 .. 1,67. 1,66. 1,65. 1,64 
39. 13,37. 15,18. 14,04. 13,80 .. 1,78. 1,62. 1,50. 1,50 

\ Os. 306. G16. SH. SG. 6. @. 2. @ 
Imperial 762. 224. 9.16. 288. 295 .. 74. 68. 51. 50 
Alliance, Limited.. 62. 1,82. 1,78. 2,16. 1,46... 94. 91. 89. 87 
Consolidated 63. 9,99. 2,91. 289. 248 .. 88. 87. 86. 8 
Central, Limited... °63 . 67. 65. 59. oo... BW. Mu Ws 
Metropolitan, Lim. ’66 . 22. 93. 42. So... @. 2. BRB. 
Lon. & 8. Western. 62. 73. 72. 66. So. 8: 2. 2. . 
London & County. ’86. 17,82. 16,97. 16,87. 16,11 .. 1,80. 1,63. 1,50. 1,50 


—_——_ —_ = —_- _ 


£ 88,69 £90,098 £89,83 £84, 73 -£11,82 £11,33 £10,97 £10,95 
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There are numerous and influential journals in this country which 
take a clear and sober view of the causes of the recent panic; 
and having now a broad view of these causes, we may hereafter avoid 
them. For instance, the Philadelphia Vorth American justly 
remarks : 

“Tn financial crises under the old order of things a conjunction of 
two elements always occurred. Each of these elements by itself 
tended directly to heighten the excitement, but in conjunction they 
wrought speedy ruin to the entire business fabric. One of these ele- 
ments consisted in the fear that seized upon the class known as deposi- 
tors, and was therefore local and limited in scope. The other consisted 
in the frenzy of the note holders—a class including nearly everybody 
—and was therefore universal. During the late panic this latter feature 
was wholly absent. The great army of note holders experienced no 
frenzy whatever. Every man knew that adollar was worth as much 
in the height of the panic as it was ten days before. No man refused 
the tender of notes for the satisfaction of debt. On the contrary, 
there was a frantic struggle to get hold of National currency, which 
struggle continues almost unabated to this day.” 6 
‘The access of panic failed to mobilize and distract the note holder 
for the sufficient reason that every note was backed by the credit of 
the nation. At the same time the banking basis is not imminently, 
but constructively, gold. Every particle of bank paper afloat rests 
upon the solid basis of national credit. Every man of intelligence 
knows that there is not, by many millions, gold enough to redeem the 
currency. Bnt as the ability and willingness of the nation to lift its in- 
debtedness as fast as the evidences mature is not doubted, confidence 
in the medium of exchange is unimpaired. Hence the control of the 
currency by the government has proved an insuperable barrier to the 
worst effects of financial revulsion.” 

In other words, the paper currency being under National control 
backed by National bonds and credit, had no part in producing the 
revulsion, but that the currency now known as “ deposits,” which 
play such an important part in the commercial and financial world, 
was in fact the primary and the leading cause. 

This immense volume of deposits, which is moved and movable 
every day and every hour of every day, amounted in April last to 
more than 1000 millions of dollars, payable on demand, viz. : 


National Banks $ 800,000,000 
State Banks 200,000,000 
Private Banks 500,000,000 


There being some 4500 banks in operation at the commencement 
of the recent panic, or when the first heavy failures occurred, each 
bank and banker throughout the country sought in self-defence or 
self-protection to fortify itself with currency to meet fresh demands 
from their depositors. This combined movemeut soon exhausted the 
cash resources of the New York banks, which were not prepared to 
meet such sudden and heavy calls, and the banks of this city and 
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other cities were soon crippled in their action. Had the savings 
banks been liable also to such sudden calls on their deposits, amount- 
ing to 700 millions, they also would have been compelled to suspend ; 
but they have generally the option of asking a notice of 30 or 60 
days for such withdrawal. These facts, which cannot be disputed, 
demonstrate clearly to the city banks and to the country banks that 
a broader basis or reserve should be maintained by the former here- 
after. We think this should be insisted upon by both parties, for the 
sake of safety to both, and with a view to a more uniform condition 
of the money market. The city banks should never allow their 
reserve of notes to fall below twenty-five per cent. of their cash lia- 
bilities ; and, although circumstances may arise whereby such reserve 
may for the moment fall below such average, it should be the duty of 
the Clearing House to enforce such rule, and that each bank (and 
every bank) shall cease new loans until they are stronger and recover 
their proper average. 

Until this rule is adopted and in force (in the face of outeries for 
fresh loans to speculative parties) the business of the country, foreign 
and domestic, (as well as the credit of the country abroad) will be 
liable to revulsions and permanent injury. All experience in this 
country as well as in ENGLAND and elsewhere, demonstrates that 
there is one sound principle of banking that should always be main- 
tained, whether the liabilities be small or large, viz.: a strong cash 
reserve or percentage of cash to liabilities. This point is well put in 
a recent volume by Mr. PALGRAVE, ample extracts from which are 
contained in the present number of the BANKER’s Macazine. He 
says (page 77): ‘ 

An average of twenty-five to thirty per cent. of the liabilities, HELD IN 
READY MONEY, cannot be considered other than a very fair proportion. 





A New PERIL TO AMERICAN RAILWAY INVESTORS.—We have given above a 
brief statistical account of the American railway system; but it will be under- 
stood, of course, that the principal difficulties attending investments in AMERICA 
are not those caused by the lack of profitable opportunities, but by social and 
polical mischiefs which permit the occurrence of such a scandal as that of the 
Erie railway. We fear we must now add the danger of direct legislative attacks 
on property. The ILLINOIS Legislature has just passed an act against discrimi- 
nating rates, which, undoubtedly, constitutes rood an attack. According to the 
short official summary of the act, section 1 is to the effect that more than a “ fair 
and reasonable”’ rate is declared extortionate; by section 2, ‘‘ unjust discrimina- 
tlon” in rates is declared a violation of the act; and, by section 3, it is provided 
that discriminating rates, charges, collections, or receipts, directly or by rebate, 
drawback, or other shift or evasion are to be prima facie evidence of unjust dis- 
crimation. The whole effect of the act is to compel a proportionate charge 
according to distance, to this extent, that no greater charge can be made for a 
particular distance than happens to be made for a longer distance which includes 
it; and the intention of the act is made apparent by the explicit refusal to allow 
as an excuse for charging less in some cases for along than for a short distance 
the fact that there is competition between the more distant points.—Economist. 
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DIVIDENDS OF THE BOSTON BANKS. 


1. Capital of each bank. 2. Dividends and market values of shares in April 
and October, 1873. 3. Surplus fund of each in June, 1873. 


a i 
Dividends, Shares, Surplus 
1878. 1873. Profits. 

Name of Bank. Capital. Apl. Oct. Apl, Oct. June, 1873. 
Merchants’ National . $3,000,000 .. 5 135 138 =$ 1,116,793 
Nat. B. of Commerce. 2,000,000 129 129 .. = 620,000 
Tremont National. ... 2,600,000 1274 .. 129 .. 177,128 
State National 2,000,000 109 110: .. 94,807 
National Revere. .... 2,000,000 121 .. 1223... 400,000 
Second National 1,600,000 150 .. 150 .. 600,000 
Nat. Bank of Republic —_1,500,000 130 129 2. 300,000 
Nat. Hide & Leather. —_—1,500,000 1154 115 .. = 108,000 
Suffolk National 1,500,000 130 130 2. 200,000 
Atlas National. 1,500,000 1173 119 .. 250,000 
National Webster-.... 1,500,000 108 1054... = 115,500 
Blackstone National. . 1,500,000 150 149° .. = 400,000 
First National 1,000,000 198 200 .. 1,000,000 
Nat. B. of Redemption 1,000,000 14 147 .. =200,000 
North National 1,000,000 123 129 .. 200,000 
National Exchange... 1,000,000 176 178 2. 731,156 
Eliot National 1,000,000 122 125 .. 200,000 
New England Nat’l.. 1,000,000 140 142 .. 400,000 
National City 1,000,000 114 .. 114 2.) 85,911 
Shoe & Leather Nat’]. 1,000,000 140 143 .. = 230,701 
Nat. B. of N. America —_ 1,000,000 113 112 .. 88,922 
Faneuil Hall National 1,000,000 1414 145 .. 250,000 
Globe National 1,000,000 130) .. 1283... 250,000 
National Union 1,000,000 150 153) 2. 500,000 
National Eagle 1,000,000 114 119 .. = 200,000 
Columbian National... —_- 1,000,000 133 131 .. 350,000 
Boston National 1,000,000 125 126 .. 160,000 
Shawmut National... 1,000,000 126 126 .. 200,000 
Continental National. —_—_ 1,000,000 113 110 2. 185,000 
Howard National.... 1,000,000 1144... 117 .. 100,000 
Old Boston National - 900,000 754 7 .. 180,000 
Market National 800,000 1124 112 .. 75,823 
Massachusetts Nat’... 800,000 125 130 2. 200,000 
Wasliington National. 750,000 143 145 .. 263,001 
Atlantic National-... 750,000 137 137 .. 282,000 
Hamilton National... 750,000 126 126 .. 150,000 
Traders’ National.... 600,000 115 114 .. 105,981 
Freeman’s National... 800,000 131 133 .. 201,000 
Boylston National.. -. 600,000 150 150 .. = 125,000 
N. B. Commonwealth 500,000 124 124 .. 70,000 
Maverick National... 400,000 126 126 .. 80,000 
Third National 300,000 145} 124 .. 145,510 
People’s National... 300,000 155 155... 
National Ruckland .. 300,000 162 162 .. 
Mechanies’ National- 250,000 130 130 .. 56,500 
Broadway National... 200,000 125 125 .. = 18,331 
Everett National 200,000 136 137 .. 60,000 
Mount Vernon Nat’) . 200,000 130 129 .. 40,000 
National Security .... 200.000 130 135 65,000 
Blue Hill National... 200,000 125 119. 
Eleventh Ward Nat'l. 300,000 106 103... 5,245 
Central National 500,000 —_ _ 


fs 
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Totals $ 50,200,000 $ 11,787,309 
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BANKS AND TAXATION. 


Under the new law of MassacuvuseEtts the National banks of 
Boston, with two exceptions,* will pay their entire municipal tax 
direct to the city, at the rate of $12.80 per $ 1000 of taxable value, 
May 1. The tax on shares not owned in Boston is then passed over 
to the State Tax Commissioner, who will apportion it among the sev- 
eral towns and cities where shareholders reside. The balance of the 
tax, against non-residents and parties whose location cannot be deter- 
mined, will accrue to. the State Treasury. The aggregate tax amounts 
to $768,883.20, or an average of 1.55 per cent. on $ 49,800,000 


taxable bank capital, at its par value. 


Per Per 
Banks. Tax, cent. Banks. Tax. cent, 
Atlantic $11,904 . 1.59 .. Maverick $6,246 ~ 1.56 
BN. ccccces SOGOE .. 2.46 - Mechanics’ 3,808 1.52 
Blackstone 25,535 .70 - Merchants’ 40,704. 1.36 
Blue Hill 2,918 . 1.46 . Mount Vernon.. 3,277 1.64 
Boston (old).-.. 14,285 59 .. New England... 14,336 . 1.43 
Boston National. 15,360 f - North 15,616 1.56 
Poyistos......... 10493 ~ 1. -. North America. 13,952 - 1.40 
Broadway 3,072 aL -. People’s 5,760 - 1.92 
City ........... - 12,928 2 Redemption 17,792 1.78 
Columbian 16,296 . 1. -.  Republic....-... 22,656 1.51 
Commerce 31,232 56 Revere 29,952 - 1.50 
Commonwealth . 7,808 . 1.56 -.- Rockland 5,952 . 1.98 
Continental. .... 13,824 . 1.3: . Second National. 29,226 . 1.38 
14,336 : Security ........ 3,456 - 1.73 
Eleventh Ward.. 3,917 e Shawmut 16,000 . 1.60 
14,976 . .. Shoeand Leather 16,000 - 1.60 
Everett......... 3,302 . 1.65 97,392 . 137 
Exchange 22,414 ” Suffolk 19,776 1.32 
Faneuil Hall.... 16,640 : ‘ Third National.. 5,491 1.83 
First National... 20,992 2, — ee 8,448 1.41 
Freeman’s 13,210 e Tremont 28,416 1.42 
e 16,000 6 13,304 . 1.53 
Hamilton 11,616 LE .. Washington 13,440 1.79 
Hide and Leather 21,120 4 . Webster 18,240 . 1.22 

Howard 14,020 , ——— 

11,059 od . Total tax $ 768,883 

Massachusetts -. 12,288 ei 

Three new banks have been established the past six months. The 
CENTRAL NATIONAL, capital $500,000, commenced business May 6; 
the MANUFACTURERS’ NATIONAL, $500,000, July 1, and the First 
Warp Nartionat (East Boston), June 1, with $ 200,000 capital ; but 
neither of them went into operation in season to be taxed this year. 
The Bive HItt increased its capital, May 20th, from $200,000 to 
$ 300,000, and pays now on the latter sum. 

Of the fifty-four banks in Boston, two pay 7 per cent., five 6 per 
cent., fourteen 5 per cent., two 44 per cent., nineteen 4 per cent., two 
34 per cent., six 3: per cent., and one not declared. The average per- 
centage is 4.41 per cent. (and including tax, 5.96 per cent.), against 
495 the previous six months. There are three new banks not yet 
on the dividend list. 
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THE PRINCIPLES WHICH SHOULD REGULATE THE 
AMOUNT OF THE BANKING RESERVE TO BE KEPT 
BY THE BANK OF ENGLAND. 


Lombard Street ; a Description of the Money Market. By WATER 
BaGenot. London: H. 8S. Kine & Co. 


We extract the following from a book on Lombard Street, just 
published, by Mr. WALTER BaGEHOT, as it contains in a connected 
form what, less systematically, has often been laid before our read- 
ers: 

There is a very common notion that the amount of the reserve 
which the BANK OF ENGLAND ought to keep can be determined at 
once from the face of their weekly balance sheet. It is imagined that 
you have only to take the liabilities of the banking department, and 
that a third or some other fixed proportion will in all cases be the 
amount of reserve which the bank should keep against those 
liabilities. But to this there are several objections, some arising from 
the general nature of the banking trade, and others from the special 
position of the BANK OF ENGLAND. 


That the amount of the liabilities of a bank is a principal element 
in determining the proper amount of its reserve is plainly true ; but 
that it is the only element by which that amount is determined is 
plainly false. The intrinsic nature of these liabilities must be con- 
sidered, as well as their numerical quantity. For example, no one 
would say that the same amount of reserve ought to be kept against 
acceptances which cannot be paid except at a certain day, and against 
deposits at call, which may be demanded at any moment. Ifa bank 
groups these liabilities together in the balance-sheet, you cannot tell 
the amount of reserve it ought to keep. The necessary information 
is not given you. 

Nor can you certainly determine the amount of reserve necessary 
to be kept against deposits unless you know something as to the 
nature of these deposits. If out of £ 3,000,000 of money, one de- 
positor has £ 1,000,000 to his credit, and may draw it out when he 
pleases, a much larger reserve will be necessary against that liability 
of £ 1,000,000 than against the remaining £ 2,000,000. ‘The intensity 
of the liability, so to say, is much greater; and therefore the provi- 
sion in store must be much greater also. On the other hand, suppos- 
ing that this single depositor is one of calculable habits—suppose 
that it is a public body, the time of whose demands is known, and 
the time of whose receipts is known also—this single liability re- 
quires a less reserve than that of an equal amount of ordinary 
liabilities. The danger that it will be called for is much less; 
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and therefore the security taken against it may be much less too, 
Unless the quality of the liabilities is considered as well as their 
quantity, the due provision fer their payment cannot be determined. 


These are general truths as to all banks, and they have a very 
particular application to the BANK or EnGianp. The first applica- 
tion is favorable to the bank; for it shows the danger of one of the 
principal liabilities to be much smaller than it seems. The largest 
account at the BANK or ENGLAND is that of the English Govern- 
ment; and probably there has never been any account of which it 
was so easy in time of peace to calculate the course. All the mate- 
rial facts relative to the English revenue, and the English expendi- 
ture, are exceedingly well known; and the amount of the coming 
payments to and from this account are always, except in war times, to 
be calculated with wonderful accuracy. In war, no doubt, this is all 
reversed ; the account of a government at war is probably the most 
uncertain of all accounts, especially of a government of a scattered 
empire like the English, whose places of outlay in time of war are 
so many and so distant, and the amount of whose payments is there- 
fore so incalculable. Ordinarily, however, there is no account of 
which the course can be so easily predicted; and therefore no ac- 
count which needs in ordinary times so little reserve. The principal 
payments, when they are made, are also of the most satisfactory 
kind to a banker; they are, to a great extent, made to another ac- 
count at his bank. These largest ordinary payments of the Govern- 
ment are the dividends on the debt, and these are mostly made to 
bankers who act as agents for the creditors of the nation. ‘The pay- 
mert of the dividends for the Government is, therefore, in great part 
a transfer from the account of the Government to the accounts of the 
various bankers. A certain amount no doubt goes almost at once to 
the non-banking classes; to those who keep coin and notes in house, 
and have no account at any bank. But even this amount is calcul- 
able, for it is always nearly the same. And the entire operation is, 
to those who can watch it, singularly invariable time after time. 


But it is important to observe, that the published accounts of the 
bank give no such information to the public as will enable them to 
make their own calculations. The account of which we have been 
speaking is the yearly account of the English Government—what 
we may call the Budget account, that of revenue and expenditure. 
And the laws of this are, as we have shown, already known. But 
under the head “ Public Deposits,” in the accounts of the bank, are 
contained also other accounts, and particularly that of the Secretary 
for InprA in Council, the laws of which must be different and are 
quite unknown. ‘The Secretary for INp1A is a large lender on its 
account. If any one proposed to give such power to the Chancellor 
of the Exchequer, there would be great fear and outery. But so 
much depends on habit and tradition, that the India Office on one 
side of Downing Street can do without remark, and with universal 
assent, what it would be thought “unsound” and extravagant to pro- 
pose that the other side should do. The present India Office in- 
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herits this independence from the old Board of the Company, which, 
being mercantile and business-like, used to lend its own money on 
the Stock Exchange as it pleased ; the Council of INDIA, its succes- 
sor, retains the power. Nothing can be better than that it should be 
allowed to do as it likes; but the mixing up the account of a body 
which has such a power, and which draws money from Inp1a, with 
that of the home government clearly prevents the general public 
from being able to draw inferences as to the course of the combined 
account from its knowledge of home finance only. The account of 
“public deposits” in the bank return includes other accounts too, as 
the savings’ bank balance, the Chancery Funds account, and others ; 
and in consequence, till lately the public had but little knowledge of 
the real changes of the account of our government, properly so 
called. But Mr. Lowe has lately given us a weekly account, and 
from this, and not from the bank account, we are able to form a 
judgment. This account and the return of the BANK or ENGLAND, 
it is true, unhappily appear on different days; but except for that 
accident our knowledge would be perfect; and as it is, for almost 
all purposes what we know is reasonably sufficient. We can now 
calculate the course of the government account nearly as well as it is 
possible to calculate it. 


So far, as we have said, an analysis of the return of the BANK OF 
ENGLAND is very favorable to the bank. So great a reserve need 
not usually be kept against the government acccunt as if it were a 
common account. We know the laws of its changes peculiarly well : 


we can tell when its principal changes will happen with great accu- 
racy ; and we know that at such changes most of what is_ paid away 
by the government is only paid to other depositors at the bank, and 
that it will really stay at the bank, though under another name. If 
we look to the private deposits of the BANK oF ENGLAND, at first 
sight we may think that the result is the same. By far the most 
important of these are the “ Bankers’ deposits;” and, for the most 
part, these deposits as a whole are likely to vary very little. Each 
banker, we will suppose, keeps as little as he can, but in all domestic 
transactions payment from one is really payment to the other. All 
the most important transactions in the country are settled by 
cheques; these cheques are paid in to the “clearing house,” and the 
balances resulting from them are settled by transfers from the ac- 
count of one banker to another at the BANK or ENGLAND. Pay- 
ments out of the bankers’ balances, therefore, correspond with pay- 
ments in. As a whole, the deposit of the bankers’ balances at the 
Bank OF ENGLAND would at first sight seem to be a deposit singu- 
larly stable. 

Indeed, they would seem, so to say, to be better than stable. 
They augment when everything else tends to diminish. At a panic, 
when all other deposits are likely to be taken away, the bankers’ 
deposits augment; in fact they did so in 1866, though we do not 
know the particulars; and it is natural that they should so increase. 
At such moments all bankers are extremely anxious, and they try to 
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strengthen themselves by every means in their power; they try to 
have as much money as it is possible at command; they augment 
their reserve as much as they can, and they place that reserve at the 
Bank OF ENGLAND. A deposit which is not likely to vary in ordi- 
nary times, and which is likely to augment in times of danger, 
seems, in some sort, the model of a deposit. It might seem not only 
that a large proportion of it might be lent, but that the whole of it 
might be so. But a further analysis will, as I believe, show that 
this conclusion is entirely false; that the bankers’ deposits are a 
singularly treacherous form of liability; that the utmost caution 
ought to be used in dealing with them; that, as a rule a less propor- 
tion of them ought to be lent than of ordinary deposits. 


The easiest mode of explaining anything is, usually, to exemplify 
it by a single actual case. And in this subject, fortunately, there is 
@ most conspicuous case near at hand. The German Government 
has lately taken large sums in bullion from this country, in part from 
the BANK oF ENGLAND, and in part not, according as it chose. It 
was in the main well advised, and considerate in its action; and did 
not take nearly as much from the bank as it might, or as would have 
been dangerous. Still it took large sums from the bank; and it 
might easily have taken more. How then did the German Govern- 
ment obtain this vast power over the bank? The answer is that it 
obtained it by means of the bankers’ balances, and that it did so in 
two ways. 


First, the German Government had a large balance of its own 


lying at a particular Joint Stock bank. That bank lent this balance 
at its own discretion, to bill-brokers or others, and it formed a single 
item in the general funds of the London market. There was nothing 
special about it, except that it belonged to a foreign government, and 
that its owner was always likely to call it in, and sometimes did so. 
As long as it stayed unlent in the Lonpon Jornt Stock Bank, it 
increased the balances of that bank at the BANK OF ENGLAND; but 
so soon as it was lent, say, to a bill-broker, it inereased the bill- 
broker’s balance; and as soon as it was employed by the bill-broker 
in the discount of bills, the owners of those bills paid it to their 
credit at their separate banks, and it augmented the balances of those 
bankers at the BANK oF ENGtanp. Of course if it were employed 
in the discount of bills belonging to foreigners, the money might be 
taken abroad, and by similar operations it might also be transferred 
to the English provinces or to Scotland. But, as a rule, such money 
when deposited in London, for a considerable time remains in Lon- 
don; and so long as it does so, it swells the aggregate balances of 
the body of bankers at the Bank or ENGLAND. It is now in the 
balance of one bank, now of another, but it is always dispersed 
about those balances somewhere. ‘The evident consequence is that 
this part of the bankers’ balances is at the mercy of the German 
Government when it chooses to apply for it. Supposing, then, the 
sum to be three or four millions—and I believe that on more than 
one occasion in the last year or two it has been quite as much, if not 
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more—that sum might at once be withdrawn from the BANK oF ENG- 
LAND. In this case the BANK OF ENGLAND is in the position of a 
banker who is liable for a large amount to a single customer, but 
with this addition, that it is liable for an unknown amount. The 
German Government, as is well known, keeps its account (and a 
very valuable one it must be) at the Lonpon Jornt Stock Bank; 
but the BANK or ENGLAND has no access to the account of the Ger- 
man Government at that bank; they cannot tell how much German 
money is lying to its credit there. Nor can the BANK oF ENGLAND 
infer much from the balance of the Lonpon Joint Stock BANK in 
their bank, for the German money was probably paid in various 
sums to that bank, and lent out again in other various sums. It 
might to some extent augment that bank’s balance at the BANK OF 
ENGLAND, or it might not, but it certainly would not be so much 
added to that balance; an inspection of that bank’s balance would 
not enable the BANK OF ENGLAND to determine even in the vaguest 
manner what the entire sum was for which it might be asked at any 
moment. Nor would the inspection of the bankers’ balances as a 
whole lead to any certain and sure conclusions. Something might 
be inferred from them, but not anything certain. Those balances 
are no doubt in a state of constant fluctuation ; and very possibly 
during the time that the German money was coming in some other 
might be going out. Any sudden increase in the bankers’ balances 
would be a probable indication of new foreign money, but new foreign 
money might come in without causing an increase, since some other 
and contemporaneous cause might effect a counteracting decrease. 

“ This is the first, and the plainest way in which the German Gov- 
ernment could take, and did take, money from this country ; and in 
which it might have broken the BANK or ENGLAND if it had liked. 
The German Government had money here and took it away, which is 
very easy to understand. But the Government also possessed a far 
greater power, of a somewhat more complex kind. It was the owner 
of many debts from EnGLanp. A large part of the ‘indemnity’ 
was paid by France to GerMANY in bills on ENGLAND, and the 
German Government, as those bills became due, acquired an unpre- 
cedented command over the market. As each bill arrived at matu- 
rity, the German Government could, if it chose, take the proceeds 
abroad ; and it could do so in bullion, as for coinage purposes it 
wanted bullion. This would at first naturally cause a reduction in 
the bankers’ balances ; at least that would be its tendency. Sup- 
posing the German Government to hold bill A, a good bill, the banker 
at whose bank bill A was payable would have to pay it; and that 
would reduce his balance; and as the sum so paid would go to 
GERMANY, it would not appear to the credit of any other banker; 
the aggregate of the bankers’ balances would thus be reduced. 
But this reduction would not be permanent. A banker who has 
to pay £100,000 cannot afford to reduce his balance at the 
Bayk or EnGLanp £100,000; suppose that his liabilities are 
£2,000,000, and that as a rule he finds it necessary to keep at 
the bank one-tenth of these liabilities, or £200,000, the payment 
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of £100,000 would reduce his reserve to £100,000; but his liabil- 
ities would be still £ 1,900,000, and therefore to keep up his tenth 
he would have £90,000 to find. His process for finding it is this, 
he calls in, say, a loan to the bill-brokers; and if no equal additional 
money is contemporaneously carried to these brokers (which in the 
case of a large withdrawal of foreign money is not probable), they 
must reduce their business and discount less. But the effect of this 
is to throw additional business on the BANK OF ENGLAND. They 
hold the ultimate reserve of the country, and they must discount out 
of itif no one else will: if they declined to do so there would be 
panic and collapse. As soon, therefore, as the withdrawal of the 
German money reduces the bankers’ balances there is a new de- 
mand on the bank for fresh discounts to make up those balances. 
The drain on the bank is two-fold; first, the banking reserve is re- 
duced by exportation of the German money, which reduces the means 
of the BANK OF ENGLAND; and then out of those reduced means the 
Bank or ENGLAND has to make greater advances. 


The same result may be arrived at more easily. Supposing any 
foreign government or person to have any sort of securities which he 
can pledge in the market, that operation gives it, or him, a credit on 
some banker, and enables it, or him, to take money from the banking 
reserve at the BANK oF ENGLAND and from the bankers’ balances ; 
and to replace the bankers’ balances at their inevitable minimum the 
Bank oF ENGLAND must lend. Every sudden demand on the coun- 
try causes, in proportion to its magnitude, this peculiar effect. And 
this is the reason why the BANK or ENGLAND ought, I think, to deal 
most cautiously and delicately with their banking deposits. They 
are the symbol of an indefinite liability; by means of them, as we 
see, an amount of money so great that it is impossible to assign a 
limit to it, might be abstracted from the BANK oF ENGLAND. As 
the Bank or EncGuanp lends money to keep up the bankers’ 
balances at their usual amount, and as by means of that usual 
amount whatever sum foreigners can get eredit for may be taken 
from us, it is not possible to assign a superior limit (to use the scien- 
tific word) to the demands which by means of the bankers’ balances 
may be made upon the BANK OF ENGLAND. 


The result comes round to the simple point on which this book isa 
commentary; the BANK OF ENGLAND, by the effect of a long his- 
tory, holds the ultimate cash reserve of the country ; whatever cash 
the country has to pay comes out of that reserve, and therefore the 
Bank OF ENGLAND has to pay it. And it is as the BANKER’s BAayk 
that the Bank oF ENGLAND has to pay it, for it is by being so that it 
becomes the keeper of the final cash reserve. 

Some persons have been so much impressed with such considera- 
tions as these, that they have contended that the BANK OF ENGLAND 
ought never to lend the “ bankers’ balances” at all, that they ought 
to keep them intact, and as an unused deposit. I am not sure, indeed, 
that I have seen that extreme form of the opinion in print, but I 
have often heard it in Lombard. Street trom persons very influential 
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and very qualified to judge; even in print I have seen close approxi- 
mations to it. But I am satisfied that the laying down such a “ hard 
and fast” rule would be very dangerous; in very important and very 
changeable business rigid rules are apt to be often dangerous. In a 
panic, as has been said, the bankers’ balances greatly augment. It 
is true the BANK OF ENGLAND has to lend the money by which they 
are filled. The banker calls in his money from the bill-broker, 
ceases to rediscount for that broker, or borrows on securities or sells 
securities; and in one or other of these ways he causes a new 
demand for money which can only at such times be met from the 
Bank OF ENGLAND. Every one else is in want too. But without 
inquiring into the origin of the increase at panics, the amount of the 
bankers’ deposits in fact increases very rapidly ; an immense amount 
of unused money is at such moments often poured by them into the 
Bank OF ENGLAND. And nothing can more surely aggravate the 
panie than to forbid the BANK oF ENGLAND to lend that money. 
Just when money is most scarce you happen to have an unusually 
large fund of this particular species of money, and you should lend 
it as fast as you can at such moments, for it is ready lending which 
cures panics, and non-lending or niggardly lending which aggravates 
them. 

At other times, particularly at the quarterly payment of the divi- 
dends, an absolute rule which laid down that the bankers’ balances 
were never to be lent, would be productive of great inconvenience. 
A large sum is just then paid from the Government balance to the 
bankers’ balances, and if you permitted the bank to lend it while it 
was still in the hands of the Government, but forbade them to lend 
it when it came into the hands of the bankers, a great tilt upwards 
in the value of money would be the consequence, for a most import- 
ant amount of it would suddenly have become ineffective. 


But the idea that the bankers’ balances ought never to be lent is 
only a natural aggravation of the truth that these balances ought to 
be used with extreme caution; that as they entail a liability pecu- 
liarly great and singularly difficult to foresee, they ought never to be 
used like a common deposit. 

It follows from what has been said that there are always possible 
and very heavy demands on the BANK oF ENGLAND which are not 
shown in the account of the banking department at all; these 
demands may be greatest when the liabilities shown by that account 
are smallest, and lowest when those liabilities are largest. If, for 
example, the German Government brings bills or other good securi- 
ties to this market, obtains money with them, and removes that 
money from the market in bullion, that money may, if the German 
Government choose, be taken wholly from the BANK OF ENGLAND. 
If the wants of the German Government be urgent, and if the 
amount of gold “arrivals,” that is, the gold coming here from the 
mining countries, be but small, that gold will be taken from the BANK 
or ENGLAND, for there is no other large store in the country. The 
German Government is only a conspicuous example of a foreign 
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power which happens lately to have had an unusual command of 
good securities, and an unusually continuous wish to use them in 
ENGLAND. Any foreign State hereafter which wants cash will be 
likely to come here for it; so long as the BANK OF FRANCE should 
continue not to pay in specie, a foreign State which wants it must of 
necessity come to London for it. And no indication of the likelihood 
or unlikelihood of that want can be found in the books of the Banx 
oF ENGLAND. 

What is almost a revolution in the policy of the Bank or Evc- 
LAND necessarily follows; no certain or fixed proportion of its liabili- 
ties can in the present times be laid down as that which the bank 
ought to keep in reserve. The old notion that one-third, or any 
other such fraction, is in all cases enough, must be abandoned. The 
probable demands upon the bank are so various in amount, and so 
little disclosed by the figures of the account, that no simple and easy 
calculation is a sufficient guide. A definite proportion of the liabili- 
ties might often be too small for the reserve, and sometimes too great. 
The forces of the enemy being variable, those of the defence cannot 
always be the same. 

I admit that this conclusion is very inconvenient. In past times it 
has been a great aid to the bank and to the public to be able to 
decide on the proper policy of the bank from a mere inspection of its 
account. In that way the bank knew easily what to do, and the 
public knew easily what to foresee. But, unhappily, the rule which 
is most simple is not always the rule which is most to be relied upon. 
The practical difficulties of life often cannot be met by very simple 
rules ; those dangers being complex and many, the rules for encoun- 
tering them cannot well be single or simple. A uniform remedy for 
many diseases often ends by killing the patient. 


Another simple rule often laid down for the management of the 
BANK OF ENGLAND must now be abandoned also. It has been said 
that the BANK oF ENGLAND should look to the market rate, and 
make its own rate corform to that. This rule was, indeed, always 
erroneous. The first duty of the BANK oF ENGLAND was to protect 
the ultimate cash of the country, and to raise the rate of interest so 
as to protect it. But this rule was never so erroneous as now, 
because the number of sudden demands upon that reserve was never 
formerly so great. The market rate of Lombard street is not influ- 
enced by those demands. That rate is determined by the amount of 
deposits in the hands of bill-brokers and bankers, and the amount of 
good bills and acceptable securities offered at the moment. The 
probable efflux of bullion from the bank scarcely affects it at all; 
even the real efflux affects it but little; if the open market did not 
believe that the bank rate would be altered in consequence of such 
effluxes the market rate would not rise. If the bank choose to let its 
bullion go unheeded, and is seen to be going so to choose, the value 
of money in Lombard street will remain unaltered. The more numer- 
ous the demands on the bank for bullion, and the more variable their 
magnitude, the more dangerous is the rule that the bank rate of dis- 
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count should conform to the market rate. In former quiet times the 
influence, or the partial influence of that rule, has often produced 
grave disasters. In the present difficult times, an adherence to it is a 
recipe fur making a large number of panics. 


A more distinct view of abstract principle must be taken before we 
can fix on the amount of the reserve which the BANK OF ENGLAND 
ought to keep. Why should a bank keep any reserve? Because it 
may be called on to pay certain liabilities at once and in a moment. 
Why does any bank publish an account? In order to satisfy the 
public that it possesses cash—or available securities—enough to meet 
its liabilities. The object of publishing the account of the banking 
department of the BANK OF ENGLAND is to let the nation see how the 
national reserve of cash stands, to assure the public that there is 
enough and more than enough to meet not only all probable calls, 
but all calls of which there ean be a chance of reasonable apprehen- 
sion. And there is no doubt that the publication of the bank account 
gives more stability to the money market than any other kind of pre- 
caution would give. Some persons, indeed, feared that the opposite 
result would happen; they feared that the constant publication of the 
incessant changes in the reserve would terrify and harass the public 
mind. An old banker once told me: “ Sir, I was on Lord ALTHORP’s 
committee which decided on the publication of the bank account, and 
I voted against it. I thought it would frighten people. But I am 
bound to own that the committee was right and I was wrong, for that 
publication has given the money market a greater sense of security 
than anything else which has happened in my time.” The diffusion 
of confidence through Lombard Street and the world is the object of 
the publication of the bank accounts and of the bank reserve. 


But that object is not attained if the amount of the reserve when 
so published is not enough to tranquilize people. A panic is sure to 
be caused if that reserve is, from whatever cause, exceedingly low. 
At every moment there is a certain minimum which I will call the 
“apprehension minimum,” below which the reserve cannot fall with- 
out great risk of diffused fear; and by this I do not mean absolute 
panic, but only a vague fright and timorousness which spreads itself 
instantly, and as if by magic, over the public mind. Such seasons of 
incipient alarm are exceedingly dangerous, because they beget the 
calamities they dread. What is most feared at such moments of 
susceptibility is the destruction of credit; and if any grave failure 
or bad event happens at such moments, the public fancy seizes on it, 
there is a general run, and credit is suspended. The bank reserve, 
then, never ought to be diminished below the “apprehension point.” 
And this is as much as to say, that it never ought very closely to 
approach that point; since, if it gets very near, some accident may 
easily bring it down to that point and cause the evil that is feared. 

There is no “royal road” to the amount of the “apprehension 
minimum ;” no abstract argument and no mathematical computation 
will teach it to us. And we cannot expect that they should. Credit 
is an opinion generated by circumstances and varying with those cir- 
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cumstances. The state of credit at any particular time is a matter of 
fact only to be ascertained like other matters of fact; it can only be 
known by trial and inquiry. And in the same way nothing but expe- 
rience can tell us what amount of “reserve” will create a diffused 
confidence; on such a subject there is no way of arriving at a just 
conclusion except by incessantly watching the public mind, and seeing 
at each juncture how it is affected. 

Of course, in such a matter, the cardinal rule to be observed is, 
that errors of excess are innocuous, but errors of defect are destruct- 
ive. Too much reserve only means a small loss of profit, but too 
small a reserve may mean “ruin.” Credit may be at once shaken, 
and if some terrifying accident happen to supervene, there may be a 
run on the banking department that may be too much for it, as in 
1857 and 1866, and may make it unable to pay its way without 
assistance—as it was in those years. 

And the observance of this maxim is the more necessary because 
the “apprehension minimum” is not always the same. On the con- 
trary, in times when the public has recently seen the BANK OF ENc- 
LAND exposed to remarkable demands, it is likely to expect that such 
demands may come again. Conspicuous and recent events educate 
it, so to speak; it expects that much will be demanded, when much 
has of late often been demanded, and that little will be so, when in 
general but little has been so. A bank like the BANK oF ENGLAND 
must always, therefore, be on the watch for a rise, if I may so express 
it, in the apprehension minimum; it must provide an adequate fund 


not only to allay the misgivings of to-day, but also to allay what 
may be the still greater misgivings of to-morrow. And the only prac- 
tical mode of obtaining this object is to keep the actual reserve always 
in advance of the minimum “ apprehension” reserve. 


And this involves something much more. As the actual reserve is 
never to be less, and is always, if possible, to exceed by a reasonable 
amount the “ minimum” apprehension reserve, it must when the bank 
is quiet and taking no precautions very considerably exceed that 
minimum. All the precautions of the bank take time to operate. 
The principle precaution is a rise in the rate of discount, and such a 
rise certainly does attract money from the Continent and from all the 
world much faster than could have been anticipated. But it does not 
act instantaneously; even the right rate, the ultimately attractive 
rate, requires an interval for its action, and before the money can 
come here. And the right rate is often not discovered for some time. 
It requires several “moves,” as the phrase goes, several augmenta- 
tions of the rate of discount by the bank, before the really effectual 
rate is reached, and in the meantime bullion is ebbing away and the 
“reserve” is diminishing. Unless, therefore, in times without precau- 
tion the actual reserve exceed the “apprehension minimum” by at 
least the amount which may be taken away in the inevitable interval, 
and before the available precautions begin to operate, the rule pre- 
scribed will be infringed, and the actual reserve will be less than the 
“apprehension” minimum. In time the precautions taken may attract 
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gold and raise the reserve to the needful amount, but in the interim 
the evils may happen against which the rule was devised, diffused 
apprehension may arise, and then any unlucky accident may cause 
many calamities. 


I may be asked, “ What does all this reasoning in practice come 
to? At the present moment how much reserve do you say the BANK 
oF ENGLAND should keep? state your recommendation clearly (I 
know it will be said) if you wish to have it attended to.” And I 
will answer the question plainly, though in so doing there is a great 
risk that the principles I advocate may be in some degree injured 
through some mistake I may make in applying them. 


I should say that at the present time the mind of the monetary 
world would become feverish and fearful if the reserve in the banking 
department of the BANK oF ENGLAND went below £ 10,000,000. 
Estimated by the idea of old times, by the idea even of ten years 
ago, that sum, I know, sounds extremely large. My own nerves 
were educated to smaller figures, because I was trained in times 
when the demands on us were less, when neither was so much reserve 
wanted nor did the public expect so much. But I judge from such 
observations as I can make of the present state of men’s minds, that 
in fact, and whether justifiably or not, the important and intelligent 
part of the public which watches the bank reserve becomes anxious 
and dissatisfied if that reserve falls below £10,000,000. That sum, 
therefore, I call the “apprehension minimum” for the present times. 
Circumstances may change and may make it less or more, but accord- 
ing to the most careful estimate I can make, that is what I should 
call it now. 


It will be said that this estimate is arbitrary and these figures are 
conjectures. I reply that I only submit them for the judgment of 
others. The main question is one of fact. Does not the public 
mind begin to be anxious and timorous just where I have placed the 
apprehension point? and the deductions from that are comparatively 
simple questions of mixed fact and reasoning. The final appeal in 
such cases necessarily is to those who are conversant with and who 
closely watch the facts. 


I shall, perhaps, be told also that a body like the Court of the 
Directors of the BANK oF ENGLAND cannot act on estimates like 
these; that such a body must have a plain rule and keep to it. I 
say in reply, that if the correct framing of such estimates is neces- 
sary for the good guidance of the bank, we must make a governing 
body which can correctly frame such estimates. We must not suffer 
from a dangerous pvlicy because we have inherited an imperfect form 
of administration. I have before explained in what manner the gov- 
ernment of the BANK OF ENGLAND should, I consider, be strength- 
ened, and that government so strengthened would, I believe, be alto- 
gether competent to a wise policy. 


Then I should say, putting the foregoing reasoning into figures, 
that the bank ought never to keep less than £11,000,000 or 
£ 11,500,000, since experience shows that a million or a million and 
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a half may be taken from us at any time. I should regard this as 
the practical minimum at which, roughly, of course, the bank should 
aim, and which it should try never to be below. And, in order not 
to be below -€ 11,500,000, the bank must begin to take precautions 
when the reserve is between £14,000,000 and <£ 15,000,000; for 
experience shows that between £ 2,000,000 and <£ 3,000,000 may, 
probably enough, be withdrawn from the bank store before the right 
rate of interest is found which will attract money from abroad, and 
before that rate has had time to attract it. When the reserve is 
between £ 14,000,000 and £ 15,000,000, and when it begins to be 
diminished by foreign demand, the BANK oF ENGLAND should, I 
think, begin to act, and to raise the rate of interest. 


THE DEMONETISATION OF SILVER. 


The Bremer Handelsblatt, in a long article on the demonetisation 
of silver in GERMANY, gives the following estimate of the amount 
of circulating medium in GERMANY at the end of June, 1873: 

Silver currency about £ 67,500,000 
Imperial gold money (exclusive of £ 6,000,000 in military 
CT | eee eaieis pada -. ----about 30,750,000 


Bank notes and State paper ‘not covered by bullion... about 30,000,000 


128,250,000 


The new token silver currency is only to be <£ 20,000,000, so that 
£ 47,500,000 of silver has still to be withdrawn. This large amount 
at least—more than two years’ annual supply—is likely to be thrown 
upon an overstocked market within the next year or two, and the 
effect on the price of silver may be imagined. Hitherto the price 
has been in part kept up by the purchases of the French Government, 
which has paid a part of the indemnity in silver coin, but it seems 
doubtful now that France will continue to be a purchaser. An equal 
and large amount of gold will also require to be supplied to Grr- 
MANY in the same time, the wants of a population increasing in 
numbers and wealth requiring to be provided for, and the intention 
being to substitute gold for a portion of the State notes as well 
as for the silver. The Germans are certainly coining at a rate which 
implies their readiness to absorb all that amount of gold at a very 
early date. 
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FINANCIAL POSSIBILITIES. 


Communicated to the Banker's Magazine. 


Great progress has been made during the last century, in the in- 
vention of mechanical appliances, to relieve men from toil or power- 
ful labor. Time has been greatly economised in transportation by 
land and water. Facilities for the communication and for the dissemi- 
nation of ideas have been greatly increased. The forces of nature 
have been utilized for many purposes. The capital which nature 
furnishes in the productive qualities of the soil, the products of 
the forest and of the mine, have been made available in improv- 
ing the material well-being, the wealth of society. These pro- 
cesses will doubtless continue, until all shall be well housed, well 
fed and well clothed. The Emperor Avcustus had neither a 
shirt to his back nor glass for his windows. At this day, and espe- 
cially in this country, the poorest people have both. Until all are 
well housed, well fed and well clothed, there cannot be an excessive 
supply of houses, food and clothing, provided the supply is properly 
distributed. Glut of a commodity arises from a want of facilility in 
interchange and transportation—that is, in properly distributing one 
kind of product among those who want it and have something to ex- 
change for it. Money is the instrument of exchange. ADAM SMITH 
calls it the “wheels of commerce.” Attention is now being turned 
to these wheels of commerce, and they will doubtless be im- 
proved. Facts regarding the financial systems that have obtain- 
ed and that now exist, have been observed and recorded. No 
progress can be made without observing the evils incident to old 
systems and eliminating them from the new ; experience is the mother 
of invention; systems grow, they are evolved from the experiences 
of generations. It seems that the growth of the financial systems 
of the world is in the direction of a circulating medium, accredited 
directly or indirectly by government, either wholly paper, or paper 
and coin mixed. Only two nations of EUROPE are now upon what is 
called a specie basis, all the others, like the Unirep States, are 
using an irredeemable, inconvertible paper currency. 


There have been times in every country when the paper currency 
was practically convertible into coin at par, but this state of finance 
has been exceptional, and has, in every case, been followed by a sus- 
pension of specie payments. 

Ithas been demonstrated by experience, that a period of specie 
payments is followed by suspensions of specie payment. It seems 
that it is beyond the wisdom of any man or board, even when man- 
aging the finances of a country through a great corporation like 
the Bank or ENGLAND, or through the Treasury Department of a 
government, to adjust the amount of money in circulation, at all times, 
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so that it shall be sufficient in volume and not in excess of the re- 
quirements of legitimate business at any season; failure to do this 
has been indicated by irregularity in values, resulting in increasing 
the risks of doing business and reducing legitimate profits, stoppages 
of production and traffic, more or less serious, and finally, in suspen- 
sion of specie payment. 

Many are prepared to admit that new modes must be found for regu- 
lating the volume of currency in circulation, and adjusting it to the 
varying requirements of business. They are looking for a system 
in which the “ circulation ” shall be of uniform, intrinsic value, which 
involves a limit to its ultimate volume, and the quality of shrinking 
when the needs of commerce are small, and of expanding, within its 
limit as to volume, when business is active. That this shrinkage and 
expansion shall be automatic ; that is to say, when any person, arti- 
ficial or real, finds he has more currency than he needs, he can profi- 
tably retire, and when he finds the circulation insufficient, he may 
increase it. 

It has been urged that the legal-tender circulating notes and 
interest-bearing evidences of the indebtedness of the UnirEp States, 
if made inter-convertible, may afford the basis of a better currency 
than any that has yet been used in the world; a currency which 
would soon become of equal, if not of greater value than gold. That 
not exceeding $ 400,000,000 of United States notes, if made converti- 
ble at pleasure into certificates to be issued by Government, bearing 
not exceeding three per cent. GOLD interest, would, with the existing 
National bank circulation, afford such a currency without any serious 
disturbance of values, of business, or of existing institutions. 

The legal-tender notes are evidences of debt owed by the UNITED 
Srates to the holders thereof. If the Government would at all 
times fund these notes, at the option of the holder, in sums say of 
$ 10,000, into certificates bearing a moderate rate of interest payable 
in gold, the notes being retired from circulation when exchanged for 
certificates, and reissued to the holder of certificates on the return 
thereof, it is believed that they would soon become as valuable as 
United States gold coin, and more desirable than coin as a circulating 
medium—that we should soon be upon a specie basis without forc- 
ing specie redemption and without the future necessity of doing so. 
These propositions do not involve hostility to the National banks; 
on the contrary, the use of certificates or greenbacks at pleasure 
would facilitate their business, and increase their strength aad 
usefulness. 

It would be obviously unjust for the Government to discriminate: 
against Naticnal banks in giving to all the right to convert United 
States notes into certificates, and certificates into notes, at pleasure, 
and these certificates being perfectly available should be recognized 
as equivalent to lawful money when held by National banks in their 
reserves. ‘The National banks would naturally prove most effective 
instruments in equalizing the circulating currency, and in distributing 
it when and where needed. 
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Rendering United States notes convertible at pleasure into a gold- 
bearing certificate would immediately enhance their value. National 
bank notes would at times be returned for redemption, and United 
States notes be demanded from the banks issuing the same. This 
would assimilate the National bank circulation and United States 
notes as to value, and tend to make them sympathize as to volume. 
A slight modification of section 31 of the National bank act would 
enable the National banks to adjust themselves to these circumstances 
without loss or inconvenience. By allowing National banks in the 
redeeming cities to count in their reserve balances with redeeming 
agents in any of those cities, to the amount of’ half their reserve, as 
is now permitted as to balances in New York City alone, would facili- 
tate a system of mutual redemptions, which would be affected mostly 
by correspondence and book accounts, and by only occasional ship- 
ments of lawful money by express. It should be remembered by 
Western men that unless Western National banks can redeem their 
notes in neighboring cities and prevent their going to New York for 
redemption, the circulation would become a serious burden, and all 
interior banks would be compelled to retire their notes. 


The slight modification of section 31, National bank act, suggested, 
would facilitate a system of mutual redemption, which would also 
give the people a currency of equal value in all parts of the country. 
The magnitude of the country must be recognized in future legisla- 
tion. 


These views were presented in the following five propositions in 
November last : 

Proposition I is intended to relieve extraordinary pressure, such 
as has been experienced during the past winter, while it proposes to 
afford opportunity for limited and temporary expansion of the volume 
of authorized currency in circulation. It provides means whereby 
the amount so issued may return to the treasury. 

Proposition II is designed to secure the retirement of currency 
during seasons of the year when trade is comparatively inactive, but 
it contemplates a moderate and limited expansion of the volume of 
currency in circulation when needed for moving the crops. 


Proposition III contemplates an increased value to the legal-tender 
notes when rendered convertible into a gold-bearing obligation and a 
consequent call upon National banks by the holders of their notes 
for redemption. Without disturbing the law as regards the existing 
provision for central redemption, it is designed to enable National 
banks in the interior, by keeping a portion of reserve with each 
other, to mutually redeem or protect each the others’ circulating 
notes, and prevent their going to New York City for redemption so 
frequently as to render the circulation of notes by banks remote from | 
New York unprofitable. 


Proposition IV proposes to leave undisturbed the National bank 
circulation as now apportioned and distributed. 


Proposition V is designed to enable any National bank to retire its 
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circulating notes without otherwise disturbing its business, in case 
from its location or other circumstances the management shall deem 
it advisable. 

The propositions are arranged with a view to perfecting our exist- 
ing system, without injuring any interest or disturbing any existing 
institutions. The object is to build up, not to tear down; to recog- 
nize various interests and endeavor to reconcile them in the perfection 
of a system. 


THE APPROACHING SPANISH REPUDIATION. 


It seems now to be generally understood that the next coupon on 
the Spanish three per cents. will not be paid. The Government at 
Madrid is in the greatest financial straits, and the information that 
the budget is to be brought into equilibrium by “ taxing” the foreign 
creditor is perfectly unambiguous. Of course, as has been pointed 
out, the Spanish Government could, perhaps, obtain a surplus by the 
same process, and it certainly is rather a matter for surprise that any 
of the changing parties at Madrid, anxious for money to carry on 
with, should ever think of the foreign creditors at all. The lesson to 
the numerous English investors in “Spanish” is a very severe one, 
though we may despair of their ever thoroughly understanding the 
importance of character in the national debtors whom they trust. 
There is no doubt that a firmer treatment of SPArn by her creditors 
would have been beneficial not only to themselves but to their debtor. 
A less degree of facility among lenders would have compelled the 
Spanish rulers to get on as best they could without foreign money ; 
the burden of debt would have been less than it now is; and the 
temptation not to pay the interest of what was actually incurred 
would not have been so strong. It was really a friendly act towards 
Spar, therefore, to point out, as we did six months ago, the folly of 
the partial repudiation which was then ratified by Spanish creditors. 
But for that repudiation and earlier acts of the same kind, much of 
the present financial embarrassment of the Spanish Government 
need not have arisen. The plain conclusion is, that ordinary invest- 
ors should have nothing to do with governments which have no stable 
character, and are insensible to the reproach of dishonesty towards 
their creditors—characteristics from which several intending borrow- 
ers now talked of are notoriously not free. If Sparn has collapsed 
financially, there is every certainty that countries like Turkey and 
EGypt must reach the same end, as soon as the process of paying 
old interest by new loans comes to an end, or the inevitable political 
convulsion to which these countries are exposed occurs. After the 
experience of foreign loans during the last two years, investors who 
lend to such countries must make up their minds to an almost certain 
loss of their money.—Economist. 
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UNPAID COLLECTION PAPER. 


Few of our large city bankers have any idea of the trouble im- 
posed upon the banks in country towns in the way of small collection 
notes, given by parties who are not business men. They may profit, 
however, by a lesson in patient pains-taking through the communi- 
cation below, while our Western and interior readers will find the 
practical suggestions given to be of value to their clerks, in the sav- 
ing of time and worry. —Ed. B. M. 


To the Editor of the BANKER’s MAGAZINE: 


Sir: Most country bankers find constantly on their hands a large 
line of collections which they cannot well dispose of in the summary 
manner desired and practiced by their city correspondents, namely : 
to “return promptly if not paid, stating reasons for non-payment.” 
They have numerous patrons who do not want their paper returned 
promptly, if not paid at maturity, but wish it held with a view to 
coaxing or worrying the maker into paying. Collection files conse- 
quently become bulky with notes sent by merchants, manufac- 
turers of agricultural implements, sewing machines or organs; by 
life and fire insurance companies, ete., against parties outside of 
regular business circles, and which cannot be treated in the same 
manner as ordinary commercial paper. These are usually accompa- 
nied by instructions, more or less minute, as to their treatment. 


A portion of them will be paid at maturity, and with these, of 
course, there is no trouble, but the majority of them will not. Instead 
of payment there will be requests for extension two or three times 
renewed, often with all sorts of explanation and apology, or the re- 
peated notifications will be altogether ignored, and if, after holding 
them until it seems useless to do so longer, they are returned to the 
owners, they may be re-sent after a short interval, with a letter say- 
ing, “ these parties have been written to and we think they will pay 
now—please notify.” The result of all this is an accumulation of 
maturing and past-due paper that cannot be kept satisfactorily on 
any ordinary form of tickler. To enter them on a tickler chrono- 
logically, and file them correspondingly, seems the least convenient 
method. Two or three times a year an agent from each of the firms 
from whom you may have a number of notes, will want to know 
what you have on hand belonging to his principals? A question 
that it is considerable trouble to answer unless you have kept a care- 
ful collection account with each of them. If to avoid this difficulty, 
separate files are kept of the notes belonging to each large firm, you 
are in nowise better able to answer the questions of some foreign 
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fellow-citizen, who is seeking information for himself or his neighbor. 
He knows there is a note; he can give the maker’s name; but as to 
its date, its amount, its maturity, to whom or for what it was given, 
he is either totally ignorant or pretends to be. To stop in the hurry 
of business tolook through a score of files for this note, is a most 
vexatious task. Nor is the trouble always ended when the note has 
been finally disposed of in one of the various ways—by payment and 
remittance, return by mail, delivery to agent or attorney, or per- 
haps to maker upon order of owner. The business habits of each 
of the parties concerned are not always models of method, and not 
infrequently the bank is called on to account for collections two or 
three years after they have been properly disposed of. Usually, 
they are satisfactorily traced, but there is often much annoyance and 
Joss of valuable time involved in the search. It is not worth while, how- 
ever, to dwell upon the trouble attending the care of this sort of paper. 
Those who have had the experience will not be likely to underrate 
it. It has caused the writer so much annoyance, that, having adopted 
a plan which works better than any other known method, he desires 
to give his fellow-workers, through the medium of your MAGAZINE, 
the benefit of the improvement, if it be one. The plan is simply to 
make a card catalogue or index for these collections, such as is used 
for cataloguing libraries, natural history cabinets, ete. Suppose, for 
example, that the Smith Reaper Company sends you fifty notes 
against farmers in your vicinity, part of them due November 1, 
72, part November 1,’73. You could not well enter these on your 
tickler, and instead, with less trouble, if anything, you make a card 
for each of them like the following : 


Johann Johannsen. 

Bloomer. 

Smith Reaper Co., Chicago. 

and 10 per cent. interest. 

Due November 1, ’73. 

November 10, ’73, January 10, ’74. 


Paid...........and remitted, February 1, 1874. 


Remarks: 


(On this space instructions can be noted. 
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The notes are then put into an envelope or file, containing all the 
notes belonging to this company. The cards, together with those 
made for all similar collections which you have, to be arranged al- 
phabetically as to maker’s name. 

The first notification sent before maturity can be indicated by a 
check mark; subsequent ones should show date. If makers want 
an extension and make renewed promise of payment, this can be 
noted in pencil, and an attempt made to keep them to it. 


The cards will naturally fall into two groups, one composed of 
those representing collections on hand; the other, a larger and con- 
stantly increasing one, of those which have been disposed of. When- 
ever a note is paid or returned put the date thereof—or if delivered 
to agent or attorney take his receipt—on the card, and transfer it 
from the former to the latter group. Let each be arranged alphabeti- 
cally in a suitable box that can be transferred from the vault to the 
counter. When thus disposed, if inquiry be made about a note and 
the maker’s name be known, you can tell if it be in your possession 
or has been formerly, with its history, as easily as you could find 
a word in the dictionary. 

Thus far this method has only been adopted with the class of col- 
lections referred to above, including in it all that for any reason are 
held after maturity, marking them off the tickler at once. But I am 
inclined to think that it might with advantage be made to include all 
collections handled. , 


It would seem, too, to be a convenient one for the owners of the 
notes also—referring, of course, to those who have large numbers of 
them—one of its chief advantages being the ease with which they 
can be assorted into groups for various purposes. Arranging them 
numerically for checking, or chronologically, or by States, or as to 
selling or collecting agencies. For example, if a batch of notes be 
sent to a bank for collection, sort out the cards which represent them 
and put a band around them with an appropriate label card. When- 
ever one is returned or remitted for withdraw its card from this pack, 
and there is at all times a correct list of the paper and its where- 
abouts, with much less labor and liability to error than any method 
of recording in books can give. For convenience the cards should 
not be made too large; the size indicated has been found after con- 
siderable experience quite large enough. 

If it be urged that these cards are liable to be lost the reply would 
be, “Of course they are; so are the notes themselves; so are bank 
notes ; but if the same care be taken with the former as with the latter 
it will insure their safety.” 

There is, of course, nothing new in this use of cards, except, pos- 
sibly, its adaptation to collection paper, and even that may not be. 
Still there are doubtless many to whom these suggestions will be 
acceptable, 

A box of the following description will be found convenient : 

Length, fifteen (15) inches; width, thirteen (13) inches; depth, 
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four (4) inches (clear), with three partitions running lengthwise, 
making four divisions two and three fourths (23) inches wide. The 
sides of the box and the divisions to have cuts with a saw about one 
eighth (4) in. deep, at intervals of half ($) an inch, for the reception 
of tin slides, cut to fit, so that an adjustable partition can be made for 
each letter, as the size of the groups will be constantly varying. The 
tins should be half an inch shorter than the cards. A sliding cover 
to keep out dust. 


Eau Claire, W1s., September 1, 1873. 


THE GERMAN GOLD COINAGE. 


So much interest now attaches to the rate at which the Germans 
are coining gold that we need make no apology for repeatedly return- 
ing to the subject. We have now a statement to a three weeks later 
date than when we last referred to it, and it is plain that in these 
three weeks there has been no relaxation in the rate of coinage in the 
earlier part of the year. 


Marks. 
The amount coined on 24th May (date of the 
last statement) was...........--. Ey 663,258.450 ..£ 33,163,000 
Ditto, coined on 3d May, was 623,406,730 .. 31,170,000 


Increase in three weeks..-.-.- 39,851,720 -. 1,993,000 


This is at the rate of £664,000 weekly, which is in excess of the 
average rate of coinage in the earlier part of the year. If this rate 
continues the requirements of the German Government are likely to 
be large. The coinage in the quarter would amount to £8,632,000, 
or £2,877,000 monthly. This last fact is of especial importance 
with reference to the new arrangement of the French Government 
with the BANK oF FRANCE, by which £ 2,000,000 monthly is to be 
paid for four months, in gold, to the German Government. The Ger- 
man requirement for coinage being £ 2,877,000 monthly, is nearly 
£ 1,000,000 per month more than what the receipt in gold from 
FRANCE will be. It is, therefore, not surprising that the German 
Government should continue to be a buyer of gold in the London 
market. Its requirements for the present are much less than if the 
French payment was not being made; but that payment is not 
enough to make them cease altogether, and if the Germans should 
only continue the present rate of coinage for a few months longer, 
the intensity of the demand, which has now been mitigated, will 
revive. The absence of any explanation of the German programme 
in the matter adds the evil of uncertainty to the other difficulties of 
the market created by the demand itself.—London Economist. 
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LIENS ON BANK STOCK. 


Tue Ricut oF A NATIONAL BANK TO RETAIN A LIEN ON 
Its Stock. 
Before the Louisville Chancery Court. 


The readers of the BANKER’S MAGAZINE, are referred to the De- 
cember No. of this work, 1871, (page 428,) for the important case 
against the OLD Nationa Bank of Providence, RHODE ISLAND, also 
to the March No. 1872, (page 667,) for the case of the METROPOLITAN 
NatronaL BANK oF NEw YorkK v. THE EVANSVILLE NATIONAL 
Bank. Both cases are in reference to the claim of a bank to hold 
shares of stockholders who are debtors to the bank. Ed. B. IM. 


NationaL Strate Bank of Newark, New Jersey, v. THE 
Szeconp NatronaL Bank of Louisville, Kentucky. 


Opinion delivered September 26, 1873. Haran, Vice-Chancellor. 


This suit is about the ownership of one hundred and seventy shares 
of the SeconD Nationa Bank of Louisville. 

The charter of the Seconp Natrona Bank is to be found in the 
act of Congress, approved June 3, 1864, and in such provisions of 
the article of association, “not inconsistent with the provisions of that 
act, which the association may see fit to adopt for the regulation of 
the business of the association and the conduct of its affairs.” 

The first act for the organization of National banks was passed 
in 1863. By the thirty-sixth section of that act, which in this as 
well as many other material respects, was similar to many of the 
provisions of the general banking laws of many of the States, it was 
provided that no shareholder should have power to sell or assign his 
shares so long as he should be indebted to the bank as principal debtor, 
as surety, or otherwise. 

The act of 1863 was expressly repealed by the act of 1864, under 
which the defendant organized. ‘The twelfth section of the act of 
1864 gives tothe banks the right, either by by-laws or articles of 
association, to prescribe the manner in which stock shall be transfer- 
able on their books. The thirty-fifth section of the act of 1864 pro- 
vides that : 

No association shall make any loan or discount on the security of 
the shares of its own capital stock, nor be the purchaser or holder of 
any such shares, unless such security or purchase shall be necessary 
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to prevent loss upon a debt previously contracted in good faith; and 
stock so purchased or acquired shall, within six months from the 
time of its purchase, be sold or disposed of at public or private sale, 
in default of which a receiver may be appointed to close up the busi- 
ness of the association, according to the provision of this act. 

The thirty-seventh section of the act of 1863 contained a provision 
similar to this thirty-fifth section of the act of 1864, though its pro- 
hibition against the holding, by a bank, of its own stock, was less 
stringent. 

On the Sth day of January, 1865, an association was formed under 
the act of 1864, under the name of the “Szconp NatTionaL Bank 
of Louisville,” and among other provisions in the articles, is the 
following : 

Sec. 6. Said Board of Directors shall have power generally to 
do and perform all the acts that it may be legal for a “ Board of Di- 
rectors ” to do under the act aforesaid ; and that they shall also have 
the power to make all by-laws, that it may be proper and convenient 
for them to make under said act, for the general regulation of the 
business of the association and the management and administration 
of its affairs ; which by-laws may prohibit, if the directors shall so 
determine, the transfers of any stock owned by any stockholder 
who may be liable to this association, either as principal debtor or 
otherwise, without the consent of the board. 


The by-laws contemplated by the articles were adopted March 1, 


1865, and among others had this provision : 


Sec. 15. The stock of this bank shall be assignable only on the 
books of this bank, subject to the restrictions and provisions of this 
act, and a transfer book shall be kept on which all assignments and 
transfers of stock shall be made. No transfer of stock of this asso- 
ciation shall be made, without the consent of the Board of Directors, 
by any stockholder who shall be liable to the association, either as 
principal debtor or otherwise, and certificates of stock shall contain 
upon them notice of this provision. 


On the eleventh day of September, 1865, a certificate of stock was 
issued to SpENceER Scorr in these words : 

This certifies that SpeNceR Scorr is entitled to one hundred and 
seventy shares in the capital stock of the SeconD NATIONAL BaNyk 
of Louisville, transferable only on the books of the bank in person 
or by attorney on the surrender of this certificate. Louisville, Sep- 
tember 11, 1865. 

On the back of the certificate was printed the following form of 
transfer : 

For value received hereby sell, assign and transfer to 

shares of the within mentioned stock, and do hereby constitute 

and appoint attorney to transfer the same on the books of the 
bank. Witness my hand and seal, this day of , 18—. 

Scort, as is claimed by the plaintiff, being, prior to the 3d day of 
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October, 1866, indebted to the Narronat StaTE Bank of Newark, 
New JERSEY, in the sum of $17,000, on the — day of March, 1868, 
said certificate, with the blanks in the assignment filled so as to read 
as follows : 


For value received, I hereby sell, assign and transfer to the Na- 
TIONAL STATE Bank of Newark, NEw JERSEY, all the shares of the 
within mentioned stock, and do hereby coustitute and appoint V. 
Rose, attorney, to transfer the same on the books of the bank. 
Witness my hand and seal, this 3d day of October, 1866. 


SPENCER Scort. 
Ricw’pD SCHELL. 


was presented by said Roser to the defendant, and a transfer of the 
stock on the books was demanded, and refused by the bank, on the 
ground that ScorT was indebted to the bank in a sum exceeding the 
value of the stock. 


On the 17th day of August, 1868, Scott, with his partner (DAvi- 
son), filed a petition in bankruptcy, and on the 6th day of October, 
1869, both received their discharge. ‘To the proceedings in bank- 
ruptcy the plaintiff, the assignee of the certificate of stock, was not 
in any respect a party. During the pendency of those proceedings, 
the defendant asserted therein a large debt against Scorr, Davison 
& Co. and Scott, and claimed a lien on said stock, “ by virtue of 
the act of Congress and by-laws adopted in pursuance thereof and 
by the agreement of said bankrupts.” By an arrangement between 
the assignee in bankruptcy and the Szconp NationaL Bank of 
Louisville, the agreed value of said stock was credited on that bank’s 
claim, and the stock transferred by the assignees in bankruptcy to 
the bank, in payment pro tanto of their claim against the bankrupts. 
This settlement and arrangement was approved by the Bankruptcy 
Court. 


Concerning the indebtedness of Scott to the Newark Bank, and 
of Scorr, Davison & Co. to the Szeconp NatTionaL Bank of 
Louisville, very little need be said beyond the general remark that 
both seemed to be pretty well established. It may be also remarked 
that the proof tends to show Scort’s indebtedness to the plaintiff to 
have originated prior to the date of the transfer of the certificate to 
the Newark Bank, to wit: Prior to the 3d day of October, 1866, 
at which prior date, it is also claimed, the transfer was made in blank 
and not filled up until the 3d day of October, 1866: and that the 
liability of Scorr to the Lovisv1LLE Bank accrued in November, 
1866. These latter propositions may not be put beyond question 
but they seemed to be as near correct, from all the evidence, as the 
circumstances will allow. 


Upon this state of case the question arises as to who has the best 
claim to the stock. This brings us to the main point in this contro- 
versy, and that is, whether the Szconp NaTIoNAL Bank of Louis- 
ville, by virtue of the sixth article of its articles of association, and 
section fifteen of the by-laws, or otherwise, has a lien on the stock to 
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secure them against Scorv’s liability, and also how far its title is 
affected or aided by the arrangement in the bankruptcy proceedings. 


The acts of Congress providing for a National bank system were 
evidently drawn by men who were familiar with the banking laws of 
the several States ; and almost every provision, about the meaning or 
operation of which a difference of opinion could arise, has been 
passed upon in some analogous case in State and Federal courts. 
The authorities are numerous, aud as able as they are numerous ; 
but in the mass of seeming, if not real, conflict of opinion, we should 
be controlled by the action of the Supreme Court of the nation in 
the interpretation of National legislation, especially where these 
interpretations come so soon after the passage of the laws. 


The act of 1863 was found to be defective, and it was repealed by 
the act of 1864. One of the most conspicuous provisions of the act 
of 1863 was the 36th section—especially conspicuous because of its 
presence or absence in many of the State laws. This section was 
repealed. ‘Congress evidently intended,” says the Supreme Court, 
in Bank v. LANIER (1, WALLACE, 376), “by leaving out of the law 
of 1864 the 36th section of the act of 1863, to relieve the holders of 
bank shares from the restrictions imposed by that section. The policy 
on the subject was changed, and the directors of banking associations 
were in effect notified that they must deal with their shareholders as 
they dealt with other people.” The Court further says: “The power 
to transfer their stock is one of the most valuable franchises conferred 
by Congress on banking associations. Without this power, it can be 
readily seen, the value of the stock would be greatly lessened ; and, 
obviously, whatever contributes to make the shares of the stock a 
safe mode of investment and easily convertible, tends to enhance 
their value. It is no less the interest of the stockholder than the 
public that the certificates representing his stock should be in a form 
to secure public confidence, for without this he could not negotiate it 
to any advantage. It is in obedience to this requirement that stock 
certificates of all kinds have been constructed in a way to invite the 
confidence of business men, so that they have become the basis of 
commercial transactions in all the large cities of the country, and are 
sold in open market the same as other securities. Although neither 
in form or character negotiable paper, they approximate it as nearly 
as possible. If we assume that the certificates in question are not 
different from those in general use by corporations, and the assump- 
tion is a safe one, it is easy to see why investments of this character 
are sought after and relied upon. No better form could be adopted 
to assure the purchaser that he can buy with safety. He is told 
under the seal of the corporation that the shareholder is entitled to 
so much stock, which can be transferred on the books of the corpora- 
tion, in person or by attorney, when the certificates are surrendered, 
but not otherwise. This is a notification to all persons interested to 
know that whoever in good faith buys the stock and produces to the 
corporation the certificates, regularly assigned, with power to trans- 
fer, is entitled to have the stock transferred to him.” 


These views are sustained by recent and elaborate decisions in the 
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Court of Appeals of New YorK (BRIDGEPORT Bank v. SCHUYLER, 
34 N. Y., 30), and the Supreme Court of ConneEcrTicvt, (same v. New 
York and New Haven Railroad Company, 30 Conn., 270;) both of 
which are referred to in BANK v. LANIER, supra, as sustaining the 
conclusions of the Court in that case. As early as 1825 the Court 
of Appeals eof Kentucky held to the same views. In FiTzHvGH v. 
Tue BANK OF SHEPHERDSVILLE, 3 Mov., 126, the Court says: “ Bank 
stock is an article of commerce, and the certificate of shares is not 
only the evidence of title, but the evidence of the negotiability of 
the stock, and must be taken as conclusive evidence against the bank 
that the stock is salable and free from incumbrance. If the bank 
wishes to avail itself of such a pledge, it must take from the holders 
this evidence of title and transferable quality, and show an express 
pledge. Otherwise the holders of such evidence might delude and 
impose upon purchasers, and the bank stand as a tacit accomplice in 
that delusion, and then be permitted to take from an innocent pur- 
chaser the title thus acquired.” 


It must be borne in mind that the certificate of stock held by 
Scott for the shares in controversy gave no notification of any 
restriction upon the right to transfer, but was in the usual form, recit- 
ing that the stock was “transferable only on the books of the bank, 
in person or by attorney, on the surrender of this certificate,” with a 
blank form put there by the bank to facilitate the transfer. There 
was no notification thereon of the existence of the by-law, nor of the 
claim of the bank to a standing lien. 


The general power given to the association in the fifth section of 
the act of Congress to “ make other provisions, not inconsistent with 
the provisions of this act, which the association may see fit to adopt 
for the regulation of the business of the association and the conduct 
of its affairs,” and by the twelfth section, to prescribe the manner in 
which stock shall be transferred, does not, it seems to the court, con- 
fer upon the bank the right to assume an important corporate power, 
especially in view of the clear intention of Congress to withhold that 
power. As said by the Supreme Court, in Bank v. LANTER, supra, 
“Congress evidently intended, by leaving out of the law of 1864 the 
thirty-fifth section of the act of 1863, to relieve the holders of bank 
shares from the restrictions imposed by that section. The policy on 
the subject was changed.” In that case this principle was applied to 
a bank organized under the act of 1863; for a stronger reason, it 
would operate upon a bank organized, as the defendant was, under 
the act which thus inaugurated this change of policy. 

In the argument of counsel for the defendant, and in some of the 
cases, the articles of association are spoken of as the “charter,” of 
which the world could and must take notice. This is not altogether 
correct, for the charter of a National bank is to be found in the 
general act of Congress, and such articles of association as are in 
accordance or not inconsistent therewith. Articles of association and 
by-laws are intended to put into active and harmonious operation 
such corporate rights, powers and privileges as may be conferred by 
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the act of Congress; and it would be a strange rule which would 
allow National banks to assume by their own action a power which 
Congress, after one year’s experience, so pointedly refused to coufer 
—the exercise of which by some, and its non-exercise by others, 
would mar to some extent that uniformity in the value and character 
of stock which is so desirable and appropriate in a National system. 

In all cases where a provision similar to section thirty-six of the 
act of 1863 was embodied in a State law, or in a charter, the right of 
the bank to impose the restriction has been upheld ; and in the case 
of banks organized under that act the restriction was binding as long 
as the law was in force, and it did not need the aid of a by-law; but 
when that section was repealed the restriction was removed, and all 
by-laws imposing such restrictions fell with the repeal. The repeal 
meant something. The section of the law was not accidentally 
omitted, for, says the Supreme Court, “the policy on the subject was 
changed.” 

The opinion in BANK v. LANIER appears in the reports as the 
opinion of the whole court, although it is now well known that one 
of the Judges, Justice CLIFFORD, holds to different views. Notwith- 
standing the eminent ability of that distinguished jurist, and while 
recognizing the full measure of the strength of his arguments, or 
even conceding, if necessary, their correctness, the question before 
us has been passed upon by the Supreme Court, and its language is 
so explicit that it must be taken as concluding this court. In the in- 
terpretation of an act of Congress the decision of that court is final 
until overruled by its own action. 


But conceding for the moment that the directors had the power to 
pass by-laws, “which by-laws may prohibit, if the directors shall 
so determine, the transfer of any stock owned by any stockholder 
who may be liable to this association, either as principal debtor or 
otherwise, without the consent of the board,” there is a serious ob- 
stacle in the way of the defendant in its claim of lien, for it has not 
complied with its own by-law upon the subject. 

The by-law upon that subject, section fifteen, provides that “no 
transfer of the stock of this association shall be made without the 
consent of the Board of Directors by any stockholder who shall be 
liable to the association either as principal debtor or otherwise; and 
certificates of stock shall contain upon them notice of this provision.” 

The certificate held by Scott contained no notification whatever, 
nor any words or signs from which the most cautious dealer could 
infer that such a by-law existed. The power, if it existed, to make 
this by-law was discretionary, as will be seen by reference to the lan- 
guage of the articles of association, and in view of the by-law the 
absence of any notification on the certificate may well be held to be 
a waiver. It would be a novel and curious feature of National bank 
stock if every one who proposed to deal in such securities or make 
them the basis of important and oftentimes emergent commercial 
transactions, was driven to the trouble and inconvenience of investi- 
gating, real or supposed, existing or contingent liens. 
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The bank having failed to comply with its own by-law, with what 
show can it claim the benefit of it ? 


The National banking system was an experiment. It went into 
operation so soon and so generally, and was subjected to such prac- 
tical tests and criticisms, that its merits or defects were soon devel- 
oped. And hence we account for the many modifications introduced 
by the substitution of the act of 1864 for that of 1863. That fea- 
ture, embodied in section thirty-six, imposing restrictions upon the 
transfer of stock and therefore impairing its value, because lessening 
the safety of investments and their easy convertibility—both of 
which are essential elements of value—was stricken out. ‘The 
policy on the subject was changed.” There were doubtless other 
evils seriously affecting the success and popularity of the system, 
which were intended to be remedied by the repeal, and Congress 
never intended that this power, which it withholds from exercise 
itself, should rest with the bank. “Ifa bank,” says the Supreme 
Court, “may, through the agency of its articles’ of association and 
by-laws, retain a particular section that has been repealed, it is diffi- 
cult to see why it may not by the same means retain all the remain- 
ing sections of the repealed statute that are applicable to its business, 
and thus antagonize itself to the whole policy of Congress on the 
subject.” 

The only safe rule to avoid confusion is, that where Congress has 
seen proper to make a law to inaugurate a National and uniform 
banking system, and by its enactment covers all the ground, that law 
is the source of all the rights, privileges, powers and franchises of 
such associations as may comply with the prescribed conditions. 
And where the whole ground is so fully occupied and the intentions 
so clearly indicated, it would be an unsafe rule to hold that a permis- 
sion to make such other provisions as are “not inconsistent with the 
act” of Congress, omiak with it authority to do whatever was not 
expressly forbidden by the act. That construction would be too 
broad, and place it in the power of banks to destroy that uniformity, 
and harmony so essential to a National system. 


The interests of the shareholders of the corporation and the public 
demand that certificates of stock should be in a form so as to secure 
public confidence. The necessities of commerce demand it, for such 
stock is oftentimes made the basis for varied and important transac- 
tions. And it is not unreasonable to suppose that Congress carried 
out a clearly-defined purpose by the modifications made by the act 
of 1864, and especially by the repeal of section thirty-six, and in 
making more stringent the prohibition against the holding by a bank 
of its own stock; and what more probable than to make the shares 
of stock a safe mode of investment and to give them ready converti- 
bility, according to the interest of the parties or the necessities of 
commerce, and also to keep the capital of the bank available for 
active use. 

The right of a bank to assert its lien is an incumbrance and must 


affect the value of stock; and the existence of this right not only 
25 
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withdraws a part of the capital from active use, but is a temptation 
to banks to deal with their stockholders upon a less prudent basis 
than that adopted toward other parties. An illustration of this is 
found in this very case, where the anxiety of the bank officials at 
having so large a debt against the parties was quieted by the idea 
that they could fall back upon the stock to make the debt safe. 

In this connection let us refer to that feature in section 35 of the 
act of 1864, which prohibits “any loan or discount on the security 
of the shares of the capital stock ;” also the purchasing or holding 
of such shares, unless necessary to prevent loss on a debt pre- 
viously contracted in good faith. 

The court has intimated the opinion in general terms that the 
liability of Scorr to the Szconp NatTionaL Bank did not accrue 
until some time in November, 1866, when he, by arrangement, agreed 
to go on the paper which Davison had executed in the firm name 
without authority. Was the liability permitted or taken on the 
security of the stock? If so, it was an illegal transaction so 
far as it may be claimed to give any property in the stock. And, 
further, whether strictly a “loan or discount on the security of 
the capital stock” if this liability was in any material degree 
accepted upon the faith of Scort’s owning the stock which the 
bank could rely upon, and this idea operated upon the bank, it 
seems to the court that the debt cannot now be said to have been 
“ previously contracted in good faith” in the sense of the statute. 
For in this connection the phrase means a debt contracted upon the 
merits and strength of the commercial paper, without reference 
to any ultimate security in the shape of a lien on the capital 
stock. 

What is the evidence on this point? It appears from the 
depositions of BripGEFoRD, president ; ALLISON, cashier; Bart- 
LETT, vice president, and Davison, director, that during all this 
_time the Board of Directors relied upon the contingent security of 
the stock for the indebtedness. ALLISON proves that the bank 
relied upon the security of said stock. BripGEFoRD speaks to the 
same effect and says: “ But for that security the bank would not 
have discounted the paper to the extent which it did.” BARTLETT 
says: “It was upon the security of the stock that their line of 
discount was kept up to the amount it was.” And Davison seems 
to have given frequent assurances on the subject in private as well 
as at board meetings. In view of this testimony it is hard to 
escape the conclusion that the bank discounted the paper upon which 
Scott was liable, whether before or at the renewals in November, 
1866, to the extent to which it did, upon the security of the stock, 
and it must follow that the debt was not in the statutory sense 
“previously contracted in good faith.” 

What is the difference between loaning or discounting on the 
security of the stock and doing the same thing on weak personal 
or other security with a lien on the stock? What becomes of the 
prohibition in section 35, if banks in any material degree can at 
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the time of the loan or discount, or inception of the liability, rely 
upon a lien. Congress intended by the repeal of section 36 of 
the act of 1863, and by the substitution of the more stringent 
restriction of section 35 in the act of 1864, for section 37 of the 
old act, that the loan and discount business of a National bank 
should be upon the merits and strength of the commercial paper, 
and not directly or indirectly on the security of its own stock. 
The national banking system was established in aid of the finances 
of the country, oat for the public as well as for stockholders. 
“These institutions,” says Justice Davis, “ were created to subserve 
public purposes, and not the mere private purposes of its stock- 
holders.” ; 
The next point is as to the effect of the bankruptey proceedings. 
Scorr transferred the certificate of stock to the plaintiff on the 3d 
day of October, 1866, and the plaintiff took the entire title, legal 
and equitable, as between itself and Scott, with all the rights the 
latter possessed. When Scott went into bankruptcy in August, 
1868, this property did not pass to the assignee in bankruptcy by 
operation of the law, for long prior the entire title had passed from 
the bankrupt. Nor was this property in the custody of the court or 
of the assignee, nor were any proceedings had by which either the 
assignee or the court got control of it. The plaintiff was not, in any 
form known to the general practice, a party to the cause or to any 
branch of it. It is claimed, however, that the plaintiff is concluded 
by the action and judgment of the bankruptcy court in its approval 
of the private arrangement between its assignee and the SECOND 
NATIONAL BANK, by which the assignee transferred the stock to the 
bank. This might be so, if the action of the court was a proceeding 
inrem. It was not such a proceeding, for the thing was never in the 
custody of the court or of its assignee. No other kind of proceed- 
ings can bind the plaintiff, unless it was made a party and was 
actually so constructively summoned. 


Hence we conclude that as the action as to this property was not 
in any sense a proceeding in rem, and as the plaintiff was not a 
party to any proceeding, its rights are not affected by the action of 
the bankruptey court. 

It is not necessary to say anything on the effect of the discharge 
in bankruptcy, for it is not pleaded by the bankrupt, nor has any step 
in the premises been taken by the assignee. 


It is suggested that the controller of the currency recognizes the 
validity of that provision in the articles of association and by-laws, 
regulating and restricting the powers of transfer, and also that all 
the National banks in this city and elsewhere have similar provisions 
in their articles and by-laws. But all this does not make it legal, 
and these assumptions must yield to the opinion of the Supreme 
Court, which, in the ease of BANK v. LANIER, supra, its last authori- 
tative deliverance, unmistakably means, if it does not decide, that a 
National bank cannot, by agreements or provision in its articles of 
association. or by-laws, retain a lien on its own stock. This opinion 
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was followed by the United States Cireuit Court, in the Indiana 
circuit, in the case of the EVANSVILLE NATIONAL BANK v. THE 
METROPOLITAN NATIONAL Bank of New York, and upon appeal 
the case was affirmed by a divided court, without opinion. A major- 
ity of the court could not be had to overrule BANK v. LANtIER. 
Whether the Supreme Court will overrule this case we cannot tell, 
but since that tribunal has given clear utterance to its interpretation 
of the act of Congress and of the intention of the law-makers, it 
would not be proper for a State court to treat the question as still 
open. 

It resulting that, the defendant having no lien under the act of 
Congress or any valid provision of their articles of association and 
by-laws, or otherwise, and having acquired no title under the ar- 
rangement with, and transfer from, the’assignee in bankruptcy, the 
claim of the plaintiff must prevail, a decree may be prepared direct- 
ing a transfer and an aceount of dividends, with interest on the divi- 
dends due at the time of the demand made by Ross from that date, 
and on other dividends from the time they successively accrued. 


Gaztay, YEAMAN & REINECKE, attorneys for the plaintiff; Lez 
& Ropman, Murr & Biyur and Grorce M. Davirz, attorneys for 
defendant. 


The case is to be taken up on appeal to the Court of Appeals of 
Kentucky, and from thence will most probably be taken on a writ of 
error to the Supreme Court of the Unirep States, where it will be 
finally decided, and become the precedent for similar cases. 


Japan.—A letter from Yokohama, in the Allgemeine Zeitung, says that the 
Japanese officials of the Ministry of Finance have resigned, finding it impossible 
to restore the revenues of JAPAN to a satisfactory condition. The state debt now 
amounts to $ 104,000,000 and is increasing every year, as the Government is 
unable to raise more taxes, and has entered upon a number of undertakings 
which considerably augment its expenditure. Hitherto the real state of affairs 
has been kept secret, but the letter by which the ministers notified their resigna- 
tion has found its way into the press, and it is feared that the ministers will con- 
sequently be ordered to perform the hari-kari. The letter in question recom- 
mends that all the public works now in progress should at once be stopped, that 
the issue of paper money should cease, and that all the expenses of the Govern- 
ment should be reduced to a minimum. It also observes that the alleged prog- 
ress of the country is a mere sham, which must ultimately lead to universal 
ruin. The correspondent adds, however, that the directors of the Finance 
Department seem to have been of a very different opinion a few weeks previ- 
ously, as they then estimated the revenue at $70,000,000 and the expenditure at 
$ 60,000,000, and held out tho prospect of a surplus of $2,000,000 even if the 
projected reforms were carried out. As yet only eighteen (German?) miles of 
railway have been built; the reforms in the army and in national education 
have, of course, cost considerable sums, but the Government will not introduce 
other European institutions until education becomes more general. The Mikado’s 
palace, which was burnt down the other day, is to be rebuilt with the money 
arising from private subscriptions collected all over the country. 





New Valuation of the Sovereign. 


AMERICAN GOLD STANDARD AND NEW VALUATION 
OF THE SOVEREIGN. 


From the London Economist. 


The observations you were guod enough to insert under this head 
in your impression of May 3, have met with a courteous enough re- 
ception in the Unirep States. Some objection has, however, 
been taken to the assumption that the American gold coinage charge 
would practically amount to one-half per cent., calculating upon an 
average delay of eighteen or nineteen days between delivery of bul- 
lion at the Mint and return of the equivalent coined money of stand- 
ard weight. And, in contradiction to this, it is stated, upon official 
interpretation of the new American Coinage Act, that it provides for 
keeping a part of the public funds (i. e., in coined money) on deposit 
at the mints for the payment of deposits of bullion as soon as the 
assay is made. And it is also implied that reliance may be placed 
upon payment generally taking place the next day, and rarely later 
than the second day. 


Now, there can be little doubt as to the ability of the United 
States Treasury to maintain that prompt delivery at times like the 
present, when the gold coinage at the United States mints is re- 
strieted to very narrow proportions. But it does not at all follow 
that the same result will be maintained when a renewed activity in 
the fresh coinage of gold shall take place. Prompt delivery was 
accorded in FRANCE by the Paris Mint when the coinage was small, 
but it ceased to be so as soon as a strain was put upon the manufac- 
turing capabilities of that establishment. There is every reason to 
look forward to a probability of the same experience in the UNITED 
States. Our only guide can be the law that regulates the issue of 
coin. In ENGLAND, that law is imperative on the bank’s liability 
for prompt delivery. In FRANCE, it is not so; it depends on certain 
limiting conditions of amount and speed of coinage, and upon changes 
of ministerial by-laws. It will presently be seen that the new 
United States law is open to the same class of objection. 

The new English gold coins struck at the Royal Mint in the last 
year (1872) amounted to no less a sum than £ 15,111,021, whilst im- 
mediate delivery of coin by the BANK or ENGLAND, in exchange for 
the bullion representing this vast amount of coinage in one year, has 
been punctually maintained. But, in considering whether the 
Unirep Srarss are likely or not to keep up an immediate exchange 
of coin for bullion under the pressure of a similar continuous demand, 
we must well examine whether there be the same binding obligation 
in their law as exists in ours. 
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The English law is as follows (see section 4 of Bank Act of 
1844): 


And be it enacted, that from and after the 31st day of August, 1844, 
all persons shall be entitled to demand from the Issue Department 
of the Bank or: ENGLAND, Bank of England notes in exchange for 
gold bullion, at the rate of £3 17s. 9d. per oz. of standard gold ; 
provided, always, that the said governor and company shall in all 
cases be entitled to require such gold bullion to be melted and assayed 
by persons approved by the said governor and company at the ex- 
pense of the parties tendering such gold bullion. 


The American law is as follows (see Section 47 of Coinage Act 
of 1873: 

That for the purpose of enabling the mints and the assay office in 
New York to make returns to depositors with as little delay as pos- 
sible, it shall be the duty of the Secretary of the Treasury to keep 
in the said mints and assay office, when the state of the Treasury shall 
admit thereof, such an amount of public money, or bullion prepared 
for the purpose, as he shall judge convenient and necessary, out of 
which those who bring bullion to the said mints and assay office 
may be paid the value thereof, in coin or bars, as soon as practicable 
after the value has been ascertained; and on payment thereof being 
made, the bullion so deposited shall become the property of the 
Unitep States; but the Secretary of the Treasury may at any 
time withdraw the fund or any portion thereof. 


Whilst our English law is thus rigorously exact and equitable in 
its operation, and is thoroughly well understood as entitling the bearer 
to immediate delivery from the Issue Department of the BAnx or 
ENGLAND of notes which are immediately convertible into coined 
money in exchange for bullion, the American law is not entitled to 
the same commendation. On the contrary, it is distinguished for an 
elastic or discretionary vagueness. ‘’his leaves it open to any one 
to put his own interpretation upon the words which make it the duty 
of the Secretary of the Treasury to provide a fund for immediate ex- 
change of coin for bullion, only “ when the state of the Treasury 
shall admit ;” and upon those words which gives permission to the 
same functionary that he “may at any time withdraw the fund or 
any portion thereof.” The fact is that all permissive legislation is 
bad, but permissive legislation in matters that concern the standard 
of value defeats its own object, and is radically unsound and de- 
ceptive. 

In continuation of the remarks made upon a former occasion, it 
may now further be remarked that Senator Ames’ bill to establish 
the Custom-house value of the sovereign, or pound sterling, of GREAT 
BRITAIN at $ 4.86,65 has now become law. The new valuation which 
at once supersedes the Custom-house valuation of $4.84 in force 
since 1842, is to be applied in appraising merchandise imported, 
where the value, by the invoice, is in sovereigns or pounds sterling. 
This is tantamount to an increase of nearly 0.5475 per cent., i. ¢., to 
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an addition of more than one-half per cent. to all import duties and 
ad valorem charges on British manufactures, or imports from GREAT 
BriTAIn into the Untrep States, when the value of the invoice is 
in pounds sterling. It seems to be a growing fashion for international 
arrangements to be made by one nation without the consent of other 
nations concerned. Query, What are our diplomatic or consular 
representatives about, whilst such transactions as Senator AMES’ 
bill become law without protest or objection on their part? 
lam, Sir, your obedient servant, 


5th June, 1873. FREDERICK HENDRIKS. 


THE CAUSES AND EFFECTS OF THE RECENT FALL 
IN FOREIGN LOANS. 


From the London Economist. 


The continued discredit of large classes of foreign government 
securities has lately been the subject of a good deal of observation, 
and we have more than once adverted to it. Within the last few 
weeks, however, another important step has been taken in the long 
continued decline, the class of new South American securities 
having been subjected to another heavy fall, especially Bolivian and 
Paraguay stocks, so that there is now only one or two on the 
whole list which are quoted at more than half the original issue 
price. There is also a pervading dullness in the general field of 
foreign securities, although French stocks are back to the highest 
point ever touched since the war, and United States Government 
stocks have been in quite exceptional favor. A careful inquiry 
into the causes and possible effects of this long-maintained discredit 
may therefore be of some use. The experience of the last few 
months has, in our opinion, been full of instruction, and the lesson 
should be studied while the facts are freshly remembered. 


The magnitude of the phenomenon is among the most important 
points. From a table which we subjoin, it appears that the decline 
in the new South American issues from the issue price, and in older 
foreign stocks from the level of value maintained at a very re- 
cent date, represents an aggregate difference in market value of 
about £ 50,000,000, and a reduction of nearly 30 per cent. from the 
higher to the lower aggregate. A large mass of property, amount- 
ing to about <£ 180,000,000, has been subject to this enormous 
depreciation, and the depreciation in many cases amounts to nearly 
the total disappearance of the market value of the property affeeted. 
Of course market value is not the same thing as real value. The 
whole property could not have been sold at once at the high price, 
and will not be sold now at the low price, but so great a change 
must affect many interests and individuals most seriously. 
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TABLE SHOWING THE DEPRECIATION OF CERTAIN CLASSES OF 
ForEIGN SECURITIES. 


Capital Total 
Deprecia- 
Affected. tion. 


th Price of Issue. 

Loss per Nom- 
inal £100. 

Actual Loss 
per Cent. 


th Present Price. 


£ < 
Bolivian, 6 p- c. 1872 41 .. 1,156,000 .. 474,000 
Costa Rica, 1871 (1st iss.) 2 28 .. 360,000 .. 101,000 
™ (2nd iss. ) 30 .. 370,000 .. 111,000 
- 7 p. c., 1872.. 26 32 .. 1,968,000 .. 630,000 
Honduras, 10 p. c., 1870... r 324 78 .. 2,000,000 .. 1,560,000 
Paraguay, 8 p. c., 1871.. 8 ; 55 .. 800,000 .. 440,000 
- 1872.. : 4... 62... 1,700,000 -. 1,054,000 
San Domingo, 6 p.c.1869.. 7 ? 68 .. 530,000 .. 360,000 
Peruvian, 6 p. c., 1870-. 4 12 .. 9,685,000 .. 1,162,000 
“«  6p.c, 1872. } 24 .. 11,625,000 .. 2,790,000 


29,594,000 8,582,000 


Spanish, 3 per cent 47 .. *78,200,000 .. 36,800,000 
Egyptian, 1868 4 .. 5Bh.. 6 .. *27,750,000 .. 1,650,000 
Turkish, 5 per cent $.. 52 .. 2h.. 5 -. *43,600,000 .. 2,180,000 


179,144,000 49,212,000 


* These are estimates of the aggregate market value of the various stocks of SPAIN, TURKEY 
and EGyPt, which have been subjected to depreciation. 





FaILurEs IN RoME.—A correspondent writing from the Italian capital to the 
Journal des Debats says: “ This city is at present afflicted with a large number 
of commercial failures, a state of things which had long been expected. As soon 
as Rome was proclaimed the capital it was invaded by a fever of speculation. A 
multitude of promoters precipitated themselves on it as a prey, foreign adventu- 
rers started all sorts of enterprises, more or less hazardous; banks, especially, 
were multiplied ad infinitum, emitting at pleasure and without any serious con- 
trol, quantities of paper money which the Government was weak enough to 
tolerate and the public foolish in accepting; able forgers put into circula- 
tion imitations which ruined the credit of the issuing establishments, some of 
the chiefs.of which disappeared; others were arrested on the charge of fraud. 
The panic became general, and while the Government was preparing a bill to 
put an end to the abuse, the Romans had recourse tu a radical remedy—namely, 
the refusal of all notes whatever; at present they only accept those of the 
National and the old Roman banks __ Besides, the merchants of Florence, Turin, 
Milan, &c., transferred their establishments here or founded branches. They 
installed, at great cost, sumptuous offices, decorated with elegant furniture, 
paintings, mirrors, marbles, bronzes, gilding, &c. Their competitors here strove 
to imitate che new comers; a contest of prodigality arose, but the number of 
clients having rather diminished than increased, owing to the ill-will of the 
princely families and the clergy, the sales did not respond to the hopes of the 
dealers, who are far from having realized their cost of installation, and now find 
themselves unable to meet their engagements. The Tribunal of Commerce is 
severe towards those who make insolvency a speculation to enrich themselves. 
The Court, at the same time that it commands the seals to be placed, orders the 
arrest of the bankrupt.” 
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THE BANKING SYSTEM OF ENGLAND. 


From Notes on Banking in Great Britain and Ireland, Sweden, 
Denmark, and Hamburg. By Rosert H. 1. Patarave. London: 
1873. Octavo. 


I.—Bank of England. II.—Banks of Scotland. III—Circulating Medium. 


As the subject of banking has been frequently brought before the 
Statistical Society of late, it has occurred to me that it might be 
desirable to endeavor to lay before you a statement of the actual 
position of the banks of the country at the present time, as far as 
it can be ascertained. Though it may be impossible to draw such 
statements up with complete accuracy, yet they may not be without 
value. They enable a comparative view to be taken of the position 
of affairs in the country at various periods. More than that, they 
afford, in the case of a subject like banking, the only correct basis 
on which a real knowledge of the requirements of the time can be 
founded. The subject is one which appears to me to require 
not so much discussion as analysis, and such an analysis it will 
be my endeavor to lay before you. This society has, in the 
journals of former years, several statements similar in nature to 
this one; and in arranging the method on which this inquiry was to 
be conducted, I have derived great assistance from the very ad- 
mirable paper on the same subject written by Mr. NEWMARCH in 
1851. I have also consulted the papers written by Mr. GILBART 
and Mr. BaBBaGE. Something like twenty years have passed since 
the date of the latest of these papers, and those twenty years have 
witnessed a vast extension of banking operations. My desire is 
to continue an inquiry commenced by writers of so much authority. 
I ean scarcely hope that my knowledge equals theirs, but, to make 
up this deficiency, I have sought and obtained assistance from many 
friends, and have thus been able, as I believe, to prepare an 
estimate as exact as is possible of the present position of this 
subject. I have added an outline of the banking systems in SWEDEN, 
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Denmark and Hamburg. In the case of SwepeEN I have gone into 
greater detail, and given a translation of the statute by which the 
business of banking is at present regulated in that country. This 
enactment, as well as the banking system which has been founded 
on it, seems to me remarkably well considered and carefully 
arranged. SWEDEN, like ScorLanpD, owes very much of her present 
prosperity to a good system of banking. ‘There are several pro- 
visions in the banking law of SwEpDEN which may be studied with 
advantage here, great as are the differences between that country 
and this. I had originally intended to have included other countries 
of NorTHERN Evroprz in the present inquiry. The difficulty of 
obtaining reliable and recent information has prevented this from 
being done. I trust, however, to be able to complete the survey 
on some future occasion. 


I—STATEMENT OF BANKING IN ENGLAND. 


There are now a great many sources whence information as to 
the amount of banking capital and deposits in England can be 
obtained. To commence with the metropolis, the accounts of the 
Bank oF ENGLAND are published weekly. We may take the average 
position to be as follows :— 

{ millions, of which about six- 
teen are metropolitan, and 

eight provincial. 

Deposits—Public and Private, say 254 millions 

Capital and rest 17 - 


Circulation 24 2 


67 6“ 

The amounts held by ‘the private bankers in London must be 
only a matter of conjecture. In 1851 there were thirty-five city 
bankers and sixteen west-end bankers, and Mr. NEWMARCH estimated 
their holdings at an average of £ 1,250,000 each: There were also 
fifty-one in 1872, and I believe that I am below the mark in estimat- 
ing their present holdings at £ 1,500,000 each. This would give 
764 millions as their holdings. Mr. NEwMARcH# allows me to state 
that he concurs in this as a probable estimate. 


The accounts of the joint stock banks in London are published 
twice a year. In the Commercial History and Review of 1871, 
published by the Economist, the deposits and the capital of the 
eleven principal London joint-stock banks are given, at 3lst 
December, 1871, as— 


Paid-up capital and reserve £ 10,950,000 
Deposits (including acceptances in the case of 
the London Joint-Stock)......... smmeeaesias 84,730,000 


£ 95,680,000 
The particulars are as follows: 
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TasLE I.—London Joint-Stock Banks, Two Half-Years 1871, 
Deposits and Capital. 


[0,000’s omitted, thus £ 26,22—£ 226,22,000. ] 
Capital Paid up 
po When Deposits and Cash. and Reserve. 
NKS, - ———__,, ————_— 
Founded. “3; 54 30th 31st 30th 
December. June. December. June. 


£ £ £ £ 
. London and Westminster 1834 26,22 .. 22,77 .. 3,00 .. 3,00 
a Joint Stock* 1836 17,79 .. 1461 .. 1,64 .. 1,64 
1839 13,80 .. 12,71 .. 1,50 .. 1,50 
1855 278 .. BI .. 60 .. 60 


60,59 52,45 .. 6,74 .. 6,74 


5. Imperial, Limited 225: SS .. 50 50 
}. Alliance, * 1,46 1,60 .. 87 84 


64,30 .. 55,68 8,11 


. Consolidated, Limited... 2,48 2,45 Ss. xz 85 
. Central, 03 ree 55 .. Sy. 10 10 
9. Metropolitan, “ x oe ‘ 68 .. 59k. 21 21 
. London and _  South- 

Western, Limited.... } 61 .. 57 18 18 


68,62 59,86 .. 9,45 .. 9,42 
- London and County 16,11 .. 14,50 1,50 .. 1,50 


84,73 74,36 10,95 .. 10,92 


The deposits for December, 1872, were about five millions more, 
but I have given the details for the year 1871, as the remainder of 
my statements could not be brought later than that date. 


There are not the same means of giving an exact account of the 
capitals and holdings of the joint-stock banks in the country as in 
London. The balance sheets of many of the provincial joint-stock 
banks are printed in a supplement to the Economist newspaper, and 
Banker's Magazine. From these sources I have been enabled to 
acquire a great deal of information. Having availed myself of this, I 
then obtained from those banks whose accounts were not published 
in the Economist or the Banker’s Magazine, the latest statements 
issued. Many, however, of the provincial joint-stock banks do not 
publish any accounts at all. In some cases the balance sheets are 
read over to the shareholders. Others prepare written statements 
which are exhibited to the shareholders only. Even less information 
than this is sometimes given. But in almost every instance, the ex- 
ceptions being so few as to be quite immaterial, I was able to ascer- 


* The London Joint-Stock Bank does not, like all the other banks, separate acceptances from 
deposits. Hence the £ 17,790,000 above must be largely reduced to arrive at the caxh deposits. 
th December, 1867, the acceptances were given at £ 2,734,000, but may now be much more. 


ae from the Ecvnomist (supplement), 16th March, 1872, Commercial History and Review, 
S71, p. 62. 
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tain the amount of capital employed, the reserve funds, and the rate 
of dividend paid. With this assistance, and taking the published 
statements of deposits held by other banks, either in the same 
neighborhood or in districts similarly cireumstanced, as a guide, I 
was able to estimate, with I believe considerable exactness, the 
position of the remainder. 


In the twenty-two years since Mr. NewMARcH wrote, the num- 
bers, and also the holdings, of the provincial banks have greatly 
extended. In 1851 there were about 900, at the present time there 
are about 1620 bank offices in ENGLAND and WALEs, exclusive of 
London. This includes the head offices, whether private or joint 
stock, and their branches. Guided by the information previously 
mentioned, I am of opinion that the amount of deposits and capital 
held by each banking office may be averaged at not less than 
£130,000 each. In this estimate I include the amount of country 
bank notes in circulation, averaging about five millions. I also in- 
clude drafts at short dates and at sight, which, taking the returns 
made by the several banks for composition on stamp duty as a guide, 
and making an estimate of the probable amount of drafts issued on 
penny stamps, I cannot believe to be less than from a million and a- 
half to two millions at one time. I do not include the bank post 
bills issued by the BANK or ENGLAND in this sum. 


Taking this estimate as a basis, the recapitulation will be, 1620 
provincial bank offices in ENGLAND and WALEs at £ 130,000 each, 
210 millions in all. 1 have formed this estimate after very consider- 
able inquiry and reflection; in it are included the capital of the 
banks themselves, which are often large; and also the amounts as 
mentioned above of the notes and short drafts in circulation issued 
by these banks. 


The summary of these results will be : 
Capital and Deposits of 
ankers in England. 


BANK OF ENGLAND, total resources..--. - . 
London bankers, private and joint stock 
Provincial bankers, private and joint stock.... “ 210 “ 


“ec 


To these sums must be added the proportion of these holdings of 
the discount houses in London which do not belong to the bankers. 
These houses are estimated in the Commercial History and Review 
of the Economist, as holding about seventy-eight millions at the close 
of 1871. A considerable portion of this money was doubtless de- 
posited with these houses by bankers in London, the provinces, and 
elsewhere. This we must exclude, as it has been already reckoned 
among the deposits held by the bankers. The particulars are as 
follows : 

* About forty millions of this amount is with ‘limited companies.” some of which, in the 


provinces. have retained their note circulation. In re~pect of such issue they continue subject 
to unlimited liability under ‘‘ the Companies Act, 1862,” 25 and 20 VICT., cap. 89, sec. 182. 
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TasLE 2.—London Discount Companies, 1870 and 1871. Progress of 
Total Means held as Capital, Reserves, and Deposits of the following 
Three Companies—National Discount Company, 1856; General 
Credit Company, 1866 ; and United Discount Company, 1865.* 


81st Dee., 81st Dec., 
Description. 1871. 1870. 


2 £ £ 
Capital paid-up . 2,437,000 
Reserves 571,000. 541,0.0 


3,008,000 
Deposits 20,587,000 


23,595,000 


2,972,000 
15,935,000 


18,913,000 


Average of three Companies 7,865,000 


III. 
Estimate of (say) seven more discount concerns 
(in all ten) at same average 78,650,000 -.. 61,520,000 


6,152,000 


(ee @ oe 2 oe 
ee 8 © © © © 8 8 


IV. 
Equal (at an average unexpired date of fifty days 
of the bills discounted) to a total discount per v 
annum of (say) - 430,000,000 


Vv. 
Leaving to fall due at each of the 300 working a 
days (say) 1,600,000 .. 1,400,000 


After careful inquiry, I believe that an estimate that three-fifths 
of this money is deposited by bankers, and two-fifths by other per- 
sons, will be as close an approximation as can be arrived at. I do 
not separately enumerate the deposits of assurance companies re- 
ferred to by Mr. NEwMARCH, the amount of which for 105 assurance 
companies, I am informed, was for the year 1871— 

Cash balances, chiefly at bankers £ 2,450,430 


Short loans, chiefly deposit accounts, at joint-stock 
banks, discount houses, &c 1,003,443 


£ 3,453,873 
as these sums are already included in the estimate of money in 
the hands of bankers, or with the discount houses, as not deposited 
by bankers, 

We must now include a new and very important element in Lon- 
don banking, which has sprung up almost entirely since Mr. New- 
MARCH wrote. I mean the Foreign and British Colonial joint-stock 
banks having offices in London. In 1851 there were, as I find by a 
reference to the banking directories and magazines of that date, only 
ten of these banks, with paid-up capitals and reserves of about 
5$ millions, and deposits probably not much exceeding 20 millions. 
There were, in 1872, more than forty-five of such banks, with 


* Taken from supplement to Economist, 1871, Commercial History and Review of 1871, 
16th March, 1872. p. 66. 
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capitals and reserves of about 30 millions, and deposits and circula- 
tions of about 120 millions. Some reference to these banks must be 
made in any statement of English banking; it is extremely difficult 
to estimate the amount of influence which they exert on the English 
money market, but I shall endeavor to deal with this question further 
when speaking of deposits held in ENGLAND. Nor must we, in taking 
a broad view of the question, lose sight of the large sums held both 
by the trustee and the post office savings banks. These are stated 
in the last published number of the “ Statistical Abstract” to be as 
follows :— 


Computed Capital of the Savings Banks under Trustees, 1871. 


£ 31,496,000 

Sa sa ea laacannss Saal eh ae ‘ 1,066,000 
INE oo ia ahihddsdadnnletuaedineds den eenes 4,119,000 
WEN 6:5 cncddcadsnmndiccas ssadmcesase 2,224,000 


£ 38,905,000 


Computed Capital of Post Office Savings Banks, 1871. 


England and Wales....-.....-.....------ £ 15,939,000 
I ari sclen cccagmancaacatcawawias ens 341,000 
PU has cn tacsaieedas cn ehed cade seiew noes 745,000 


£ 17,025,000* 


being together about 56 millions. In 1851 the post office savings 
bank did not exist. The amounts held by the trustee savings banks 
in that year were £30,277,684.t 


These amounts include almost everything in the shape of what 
may be called banking money in ENGLAND which can be traced. 
There are, however, doubtless very large sums in the hands of com- 
mercial houses and foreign bankers, whose names do not appear in 
the list of bankers. Of these no estimate which can be of any use 
can be formed, nor is it needful for the purpose of this inquiry. I 
have included in my estimate all the houses recognized as bankers in 
the list in the Banker's Almanac. It is the invariable custom, I 
believe, for the commercial houses and foreign bankers mentioned, to 
have an account with a recognized banker, and hence their deposits, 
so far as they affect the banking operations of this country, are 
brought into consideration in the statement given above. 

The banks in ENGLAND, both private and joint stock, remain very 
similar in constitution now as when described by Mr. GitBart. In 
no country that I am acquainted with do they vary so much in size. 
There are great companies, with capitals and liabilities ranging from 
twenty to thirty millions. There are small companies, with capitals 
ranging from twenty-five to fifty thousands, whose deposits are prob- 
ably considerably smaller in amount than the sums which the larger 
concerns annually pay to their shareholders as dividends. Among 


* Statistical Abstract for the UNITED KINGDOM, No. 19, 1872, pp. 102 and 103. 
+ Statistical Abstract for the UNITED KINGDOM, No. 11, 1864, p. 77. 
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the private banks, the differences, though less in extent, are probably 
very considerable. 
There are in ENGLAND and WALEs at this date, of private firms 
carrying on the business of banking : 
In London (say) 
“ the provinces (say) 
“ with about 290 branches. 


Joint-stock banks in London and the 
provinces 
With about 1,007 branches. 
1,670 
not including the BANK oF ENGLAND with its eleven branches. 


* * * * * * * 


Compared with the total population of England and Wales there 
were— 
In 1851 ...... 1 bank office to about 20,000 inhabitants. 
ecoee 1 = 16,500 - 
+ 13,000 “ 


II—STATEMENT OF BANKING IN SCOTLAND. 


The great assistance rendered by the banking system of ScoTLaAND 
in developing the prosperity of that country is well known. The 
stability of that system has been greatly promoted by the following 
provisions of the law: 

1. There is no limitation to the number of partners. 


2. The private fortune of every partner is answerable for the 
debts of the bank. 


3. Land, as well as other property, may be attached for debt. 


4. In ScorLanD, all land is registered ; so that it is easy for any 
individual, by referring to the records, to ascertain what landed 
property is possessed by the partners of the bank, and also whether 
or not it be mortgaged. The following is the language of the report 
of the committee of the House of Commons, appointed in 1826 to 
consider the expediency of abolishing all notes under £ 5: 

There is no limitation upon the number of partners of which a 
banking company may consist; and, excepting in the case of the 
Bank oF ScoTLanp, and the two chartered banks, which have very 
considerable capitals, the partners of all banking companies are 
bound jointly and severally, so that each partner is liable to the 
whole extent of his fortune for the whole debts of the company. 





380 The Banking System of England. [November, 


A creditor in ScoTLAND is empowered to attach the real and 
portable, as well as the personal estate of his debtor, for payment 
of personal debts, among which may be classed debts due by bills 
and promissory notes ; and recourse may be had for the procuring 
payment to each description of property at the same time. Execu- 
tion is not confined to the real property of a debtor merely during 
his life, but proceeds with equal effect upon that property after his 
decease. 

The law relating to the. establishment of records gives ready 
means of procuring information with respect to the real and heritable 
estate of which any person in ScoTLAND may be possessed. No 
purchase of an estate in that country is secure until the seisine (that 
is, the instrument certifying that actual delivery has been given) is 
- put on record ; nor is any mortgage effectual until the deed is in like 
manner recorded. 

In the case of conflicting pecuniary claims upon real property, the 
preference is not regulated by the date of the transaction, but by 
the date of its record. These records are accessible to all persons ; 
and thus the public can with ease ascertain the effective means which 
a banking company possesses of discharging its obligations, and the 
partners in that company are enabled to determine with tolerable 
accuracy the degree of risk and responsibility to which the pri- 
vate property of each is exposed. 

There are other provisions of the law of ScoTLaANnD which it is 
not necessary minutely to detail, the general tendency of which is 
the same with those above mentioned.* 

I have referred to these points, because in some of them there is 
a difference between the practice in ENGLAND and in ScoTLANpD. 

The Scotch banks are few in number, but with numerous branches, 
ramifying down to very small places. Great facilities are thus afforded 
to the public, even in the most remote districts. 

There were stated to be, in the Banker's Almanac for 1873: 

1 bank with 18 branches. 


“cc “ 


| ll | 


11 


The corresponding number was given in 1872 as : 
11 banks with 779 branches. 


*Gilbart’s Practical Treatise on Banking, pages 503 and 504. 
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So considerable was the extension of banking in ScoTLanp in that 
one year. 


From the small number of head offices, and the fact that most 
of these are situated in Edinburgh, it has been easy for the banks 
to form arrangements among themselves for the regulation of their 
business. A bank of doubtful solvency would find it difficult to 
carry on its operations among them. 


Hence a check can be given to undue speculation if it arises, and 
the abuses connected with rediscount by means of fictitious bills 
effectually prevented. And a uniformity of practice in the conduct 
of the business has been obtained throughout the whole of ScorTLanp. 
Hence also the existing banks have always at their command a 
number of well-trained and long-tried officers, accustomed to a sound 
and carefully arranged method of business, who may be depended on 
to carry out the instructions of the principal managers of the bank 
at the most distant stations. Those who have any practical expe- 
rience, and who therefore understand how much the good success of 
a banking business depends on the conduct of its officers, will know 
how to appreciate the value of the advantage but imperfectly de- 
scribéd in these few words. 


The banks are, without exception, banks of issue. The advan- 
tage thus obtained enables them to conduct their business more 
economically, to the benefit both of their customers and of their 
shareholders. 


The banks have, almost without exception, large capitals. On 
these they scarcely pay high dividends, according to the English 
standard. The dividends on the stock in banks of ScoTLAND range 
from 8 to 145 per cent. The eleven banks in 1872 distributed to 
their proprietors as dividends <—£ 1,099,000. To ascertain how far 
this came from profits of banking, it is necessary to deduct the 
interest on paid-up capital, and other funds belonging to the banks. 
These, as shown by their published balance sheet, amounted to 
£ 12,497,000, and if the interest be taken at 5 per cent., as is usual in 
commercial business, the amount thus to be deducted is £624,000, 
leaving £ 475,000 to represent the net profits derived by the banks 
from being the custodiers of £ 82,500,000 belonging te the public, 
or at the rate of eleven shillings and sixpence per cent. per annum on that 
amount. It may be added that this is the largest aggregate amount 
of dividend ever distributed by the Scotch banks.* Altogether a 
sobriety in the conduct of the business has been encouraged, to the 
great and abiding advantage of the country. The business carried 
on by any weak bank has been quickly absorbed, and transferred to 
more powerful institutions. A system affording a very high degree 
of security to the public, and capable of adapting itself to the 
changing circumstances of the country, has thus been gradually 
established. 


* * * * * * * 


*From a Pamphlet on The Rate of Discount and the Bank Acts. Glasgow, 1872. 
6 
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The system of making advances on cash credits, that is, on the 
personal security of two bondsmen, as practiced in SCOTLAND, tends 
to encourage the natural thriftiness of the people. 


The young man starting in life with but small capital, knows that 
he can only obtain the needful assistance to carry his business on 
through the help of a banker. This assistance will not be granted 
except through the mediation of his sureties, and unless his character 
stands well for industry and dependability, he is not likely to find 
friends willing to risk their property in backing him. Besides this, 
the sureties are entitled to inspect the state of the account which 
they guarantee, and to ascertain for themselves whether it is con- 
ducted in a satisfactory manner. Bankers are bound by the first 
principles of their business not to disclose the state of a customer’s 
account to an unauthorized person. The sureties are, however, 
entitled, for their own security and protection, to this information, 
as regards the accounts which they guarantee. It is easy to sce 
how advantageous to the prosperity of a country it must be, that 
the young traders should be thus taught that without a reputation 
for honesty they will be seriously hampered in their first starting 
in life. Meanwhile the banks, from being few in number, with 
their head offices principally in one place, possess great facilities 
for ascertaining whether the guarantors have given their names as 
sureties for larger sums, or to more persons than their means would 
justify, and in other respects stand to a very great advantage for 
ascertaining whether the business of the country generally, is in a 
healthy condition or not. 

The large number of branches must, however, be a cause of 
great expense, and in several other respects it is obvious that a 
business carried on in such thinly-peopled districts as are found in 
many parts of SCOTLAND, must be conducted to a disadvantage in 
comparison with those banks which deal with more active centres of 
commerce. Although the profit derived from their large issues of 
notes may be considerable, yet, when we consider the many expenses 
incurred in condncting a large note circulation, the cost of printing, 
stamp duty, and the charges on importing gold from London when 
the circulation exceeds the limit fixed by the act of 1845, no small 
deductions must be made from the apparent profit to be derived from 
this head. ‘ 

On the other hand, the great number of branches possessed by 
the Scotch banks tends beyond doubt to their stability and pros- 
perity. Itis hardly likely that the whole of a large country, with 
an energetic population, carrying on different industries in different 
districts, will suffer from want of prosperity over its entire extent at 
the same time. If one portion is depressed it is likely that another 
will be prosperous. Hence a deficiency of deposits in one district 
will probably be compensated by an increase in another. Hence also 
in ordinary times the deposits which cannot be profitably employed in 
one portion of the country, occupied by the branches of a large bank, 
will be eagerly sought for by the customers in another town served 
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by the same system. Some districts too poor to support banks of 
their own, may yet form very desirable fields for the employment of 
the capital which cannot find occupation in another county. The 
network of banks on the surface of ScorLaNp is as important to the 
development of the prosperity of the country as the network of the 
railways. It has caused a great economy of capital, as the universal 
practice of people, even of the most moderate means, is to lodge their 
money with the banks. 


IIlI.—CrircuratTinec MEpIvum. 


It is only from a historical point of view that we can, at the 
present time, understand the great importance ascribed by Sir 
Rosert Peet to regulating the amount of bank-note money in 
circulation, whether those notes were issued by the BANK or ENG- 
LAND, private, or joint stock banks. 


A comparison of the facts as existing in 1819, 1844, and 1872, 
will enable us to understand how completely the circumstances have 
altered during the last fifty years. 


In 1819, the amount of notes in circulation was— 


Of Bank of England notes ...........---. £ 25,657,610 
‘* English country “ 15,701,338 


A total of more than £ 41,000,000 


In 1844 the gold circulation was estimated by Mr. NEwMARCH at 
36 millions.* The note circulation of the whole kingdom was 
37 millions. The notes were, therefore, slightly in excess of the 
gold at that time. 


In 1872 the metallic circulation altogether may be estimated at 
about 105 millions.t The note circulation of the whole kingdom 
was 43 millions ; instead, therefore, of the notes being more than the 
metallie circulation, they are much less than one-half of it, and are 
probably but little more than one-third of the specie circulation and 
the bullion in the BANK or ENGLAND taken altogether. 


* Tooke and Newmarch's History of Prices, vol. vi., p. 701. 


t Estimate based on Professor JEVON’S statement, Statistical Society’s Journal, 1868, pp. 446, 
and the account of the ‘ Coinage of Gold for Twenty-four Years,’ Economist, 29th June, 1872. 
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Bank Note Circulation of the Unrrep Kinepom, 1844-1872. 
—Private and Joint-Stock Banks.~ 


——_—-- Bank of England.——-——— 
Branches. 
£ 6,510,000 


Year. London. 
1844£ 13,740,000 
1845 13,600,000 - 
1346 13,680,000 
1347 = 12,710,000 
1848 
1849 
1850 
1851 
1852 
1853 
1854 
1855 
1856 
1857 
1855 
1859 
1860 
1861 
1862 
1863 
1864 
1865 
1266 
1267 
1868 
1869 
1870 
1871 


1872 


12,760,000 
12,660,000 


13,660,000 
13,340,000 
13,350,000 
13,240,000 
13,000,000 
14,710,000 
14,940,000 
14,590,000 


12,290,000 - 
12,590,000 - 
13,260,000 - 
13,110,000 . 
14,970,000 - 
14,870,000 - 
13,450,000 . 


12,470,000 ~ 
13,340,000 . 
- 7,660,000 
7,910,000 . 
7,390,000. 
7,480,000 . 
7,440,000 . 


12,620,000 . 


13,370,000 . 


14,850,000 . 


14,470,000 . 


7,1: 30,000 
6,770,000 
6,530,000 


5,830,000 . 
5,900,000 - 


6,260,000 
6,420,000 
6,940,000 


7,310,000. 


7,380,000 


7,040,000. 
6,970,000. 


7,000,000 
6,820,000 


7,570,000 
KP 7 720, 000 
8,480,000 
8,610,000 


8,990,000. 
8,360,000 . 2 


8,830,000 


Total. 
£ 20,250,000 
- 20,730,000 


£ 


20,450,000 .. 
. 4,540,000 


_ 19, 240,000 


- 19,5 


12,120,000 é 
13,490,000 .. 
20,000 .. 


19,530,000 .. 


- 21,910,000 
22,620,000 
20,230,000 
19,800,000 


19,470,000 
- 20,220,000 
21,320,000 
21,250,000 


. 3,550,000. 


Private. 
4,780,000 
4,510,000 
4,550,000 


3,660,000 
3,560,000 
3,580,000 
3,460,000 


3,800,000 


3,770,000 
. 3,830,000 


19,630,000. 


3,750,000. 
. 3,620,000 - 
3,240,000 . 


. 3,440,000 


20,010,000 .. 
20,830,000 .. 
20,680,000 .. 


20,570,000 .. 
. 2,950,000 


21,090,000 
- 23,190,000 
23,460,000 


. 2,760,000 - 
. 2,730,000 . 
23,930,000 .. 2,740,000 . 


3,450,000 .. 


. 23,300,000 .. 
- 24,410,000 .. 
- 25,540,000 .. 


3,440,000. 
3,220,000. - 


3,220,000 


3,140,000 . 


3,110,000 


2,730,000 


2,590,000 . 
2,680,000. 


2,700,000 


Joint-Stock. 


Total. 


£ 3,390,000 £ 8,170,000 


- 3,190,000 


- 3,170,000 . 


. 3,090,000 
2,600,000 


2,630,000. . 
2,740,000 - 


2,740,000 


3,050,000 


2,260,000 . 


3,030,000 - 


3,050,000 
3,050,000 


2,990,000 


2,890,000 


3,010,000 . 
2,760,000 . 


3,000,000 . 


2,890,000 . 


2,880,000 


2,850,000 . 
- 5,800,000 


2,850,000 
2,280,000 


2,330,000 
2,300,000 
2,310,000 
2,390,000 


2,300,000 
2,300,000 - 


7,700,000 
7,720,000 
7,630,000 
6,260,000 
6,190,000 
6,320,000 
6,200,000 
6,410,000 
6,850,000 
6,800,000 
6,850,000 
6,800,000 
6,630,000 
6,000,006 
6,430,000 
6,440,000 
6,110,000 
6,110,000 
6,020,000 
5,960,000 


5,040,000 
5,030,000 
5,040,000 
5,060,000 
4,890,000 
4,990,000 
5,090,000 


We can trace by the aid of this table the general course of the 


note circulation in the Unrrep KrinGpom from the year 1844 to the 


close of 1872. It will be observed that the note circulation has 
extended but little in total amount during that time, when compared 
with the great expansion in other departments of banking business, 
as shown in Paragraphs II, III, V and XII, the amount of the note 
circulation (col. 11) being 37 millions in 1844, and 43 millions in 
1872. The circulation in “gold has increased probably as fast as the 
increase in retail trade and the total of wages. But the circulation 
in notes has increased very slowly indeed. ‘lhe extension in the use 
of checks for sums of £5 and above has supplanted the use of 
notes. But the number of checks under £5 is so small as not 
materially to supplant the use of coin, which is chiefly used for retail 
trade and wages. And in the case of the country note circulation, as 
will be mentioned further on, the power of issue is to a great extent 
in the agricultural districts, where notes are now but little wanted, 
and comparatively less in the manufacturing and industrial districts, 
where such a note issue might be of service. 

In Mr. GRote’s opinion, therefore, no security from fluctuations is 
to be expected from causing a currency partly composed of bank 
notes and partly of coin, to be always of the same amount as a purely 
metallic currency would be. This was likewise the opinion of Mr. 
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Tooke and of Mr. James Wirson. It is, indeed, obvious that it is 
not the currency itself which is the prime mover in these fluctuations. 
The cause is to be found in another direction. It will be seen indi- 
cated in the amount of the banking reserves, Meanwhile an increase 
rather than a diminution of the sensibility of the discount market is 
to be looked for. In the Seotch and Irish portions of the note cir- 
culation an increase, if they remain on their present footing, may be 
expected. That portion of their issues which is in £1 notes takes 
the place of sovereigns, and as the demand for coin increases with the 
increasing requirements of the country, the demand for <£€ 1 notes also 
inereases. An increase in the country circulation of the BANK OF 
ENGLAND is likewise probable. The Irish and Scotch circulations, 
when above the limit fixed in 1845, and the English country cireula- 
tion, so far as that consists of BANK OF ENGLAND notes, press on the 
reserve of the BANK OF ENGLAND exactly as if the notes were so 
many sovereigns. ‘These notes are the symbols of as many sover- 
eigus removed from the Banking Reserve to the Issue Department. 
Hence a purely provincial and home demand operates in exactly a 
similar way as a demand fot export induced by the state of the for- 
eign exchanges. But it was to bring the note circulation into accord- 
ance with the demand indicated by the state of foreign exchanges 
that the act of 1844 was framed. The state of the foreign exchanges 
has, however, less influence on the provincial demand for an increased 
circulating medium than the state of the weather throughout the 
year. The influence of the weather on the harvest has a decided 
effect on the provincial note circulation, while the state of the foreign 
exchanges is absolutely unknown. ‘The demand for BANK oF ENG- 
LAND notes which accompanies the demand for gold referred to in 
Par. IX, as caused by the autumn requirements, is also now very 
large, and cannot be overlooked in any statement of this nature. All 
these demands for foreign and for domestic requirements, though 
totally dissimilar in character, have now . precisely the same effect on 
the BANK OF ENGLAND reserve. The close connection between the 
extent of the Scotch and Irish circulations and changes in the rate 
of discount at the BANK oF ENGLAND has frequently been noticed. 


I cannot quit this part of the subject without expressing my com- 
plete coneurrence in the opinion of the late Mr. JAMES WILSON, 
expressed during the debate on the commercial crisis, 30th November, 
1847, that “‘ he believed the great error into which we had fallen was 
the confining our attention too much to the subject of circulation, and 
not directing it sufficiently to the subject of capital, capital being rep- 
resented by the amount of the deposits in the hands of the bankers.’ 
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FLUCTUATIONS OF THE N. Y. STOCK EXCHANGE, 
FOR THREE MONTHS. 


Monthly Report, Compiled by THomas Denny & Co., 
Stock and Bond Brokers, 39 Wall St. 


(Continued from page 274, October No.) 


STocks. JULY, 1873. | AUG., 1873. | SEpT., 1873. 

Lowest. Highest. | | Lowest. Highest, | Lowest. Highest. 

U.S. Six per cts. of 1881, Coupon Bds. 1194 -. 1204 | /1198 . 1204) 1154 .. 1193 

- Five-Twenty of 1862, = 1164 -. 117/117 .. . 1174 113% .. 113) 

- 1864, . 1164 .. 1179) 7_—r 1173 | 1144 .. 1174 

- 1865, “ 118 1193 | 1183 1198} 110 .. 118% 

ee 1865, New,“ 116 .. 118%) 117) -. 117$| 1119 .. 1165 

= 1367, . 1174 -- 1194} 118% -. 1193} 113$% .. 1194 

“s 1868, , 1174 1183/1118 .. 119 {113 .. 118} 

Ten-Forty Coupon Bonds 1144 .. 1154) 1154 -. 116§) 116 .. 114% 

Five per cent. of 1e8]........ 1148 -. 115§ | 113$ -. 114%) 1114 .. 114} 

“ Six per cent. Currency........ 1144 -. 1154] 1134 -. 114$| 107% .. 1133 

Tenn. Six per cent. Bonds, Old.. 204 -. Sig) 81R -. 824!) 72 .. 8% 

- a 794 81g} 81g .. 824; 724 .. 82 

Virginia Six per cent. Bonds, Old-. res re Sh ee 

si New. 50 50 pe sa = 

” i 56 Consol... 523 .. 544) 51% -. 534! 51 

N. Carolina Six per ct. Bonds..,.... 28 -. 28 | -. .. .. | 2 

oe - New =. 1G 1) 26 uc TE) 

= Special Tax 13 : See a ee 

8. C. Six per ct. Bds. Jan. & July... 144 .. 154] 15 .. 15 | 14 

‘6 April & Oct... 204 -. 204) -. .. .. | 14 

Missouri Six per cent. Bonds 92 94 | 92 934| 84 

Canton Company of Maryland 994 .. 103 | 98 .. 102 | 70 

Delaware and Hudson Canal Co..-. 1144 -. 120 24 .. 1144) 111 

Consolidated Coal Co. of Maryland. 54 .. 55$ | 5 55 | 40 

Quicksilver Mining Company 37 4} 38° .. 39%] 18 

Preferred 48 os) ee cee. fe 

Mariposa Mining (Company ae anes ae “s at 

Preferred .. .. .«. a ee 

Western Union nea Co R44. 34) 87% .- 93h) 544 -- 

Pacific Mail Steamship Company.. 344 . 363 -- 454) SI... 

Adams Express Company 944 .. 9% 924 .. 95 | 84} .. 

Wells, Fargo & Co. Express Co.... 72 . 724 .. 744] 56 .. 

American Merchants’ Union Express 614 .. 6 614 -. 64 | 57} .. 
United States Express............ Gag .. 73 | 67 .. 684) 51 
N. Y. Cent. and Hudson River R. R. 101% .. 105% | 103% .. 105%} 89 
Erie Railroad, Common 58 .. 654) 588 -. 614) 509 
- Preferred 714 .. 734) 72 .. 734] 66 
Harlem Railroad, Common Shares. 125 .. 134 | 1304 .. 133%) 90 
Reading Railroad Shares aie va ae Ae ee ee 
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JULY, 1873. | AUG., 1873. | SEPT., 1873. 
STOCKS. Lowest. Highest. | Lowest. Highest. Lowest, Highest. 
N.York & New Haven R.R.Shares.. 1384 .. 1388 | 136 -.. 138 | 1354 .. 1364 
Michigan Central Railroad Co 90 .. 953} 91 -. 954) 80 .. 90% 
Lake Shore & Mich. Southern R.R.. 918 -. 964 924 .. 958| 73 .. 93, 
Panama Railroad Company Shares... 110 .. 117$/113 .. 1165) 84 .. 1174 
Union Pacific Railroad 6 ss DAE ce DE BSE. BW | VW44G «. 
Illinois Central Railroad ee 106 .- 1104] 1064 .. 109 | 1033 .. 
Cleveland & Pittsburgh R.R. ‘‘ Gtd. 86 .. 894] 87% .- 894) 795 
= Col., Cinn. & Ind. R.R... 85 .. 89 | 84 .. 86 | 78 
Chicago, Rock Island & Pacific R. R. 108% -. 1113) 108% .. 110%) 86 
3 Burlington & Quincy “ 984 .. 105 | 98% .. 106 | 90 
se: & Alton Railroad Shares.. 1084 .- 1093) 1044 .. 110 | 100 
‘ Pe .. 1... [ . OL .. 
& Northwestern R.R. Shares 68} -. 71$|) 64 .. 694) 40 
“Pref. 803 .. 84 | 814 .. 83%] 64 
Del., ‘Shee R.R.Co. 974 -. 102§|100 .. 102 | 86 .. 
Pittsb’ gh, Ft. Wayne & Chic.,Guar. 934 -. 933] 934 .. § oR. 
Toledo & Wabash R.R. Co. Shares. 684 .. 73§| 674 .. 7 394 .. 
Pref. 85 .. 85 sc ee ime a 
St. Louis, Alton & Terre HauteR.R. .. .. .. mee ee fae - 
os er a cee a 39 .. 
Ohio & Mississippi R.R. Co. Shares ¢ - 413] 38 .. 264 
Hannibal & St. Joseph R.R. * %.. 42 | 36 .. 19 
“i Pref. «» GO] Ge .. 33 
Milwaukee & St. Paul R.R. Shares - 53%] 508 -- §| 30 
Pref. -- 743) 70 .. ne 
Boston, Hartford & Erie R.R. Shares - 3 a sx es 
Col., Chic. & Ind. Cen. R.R. Shares e  «: 19 
Dubuque & Sioux City Railroad.. - ‘ 58 60 : Ze 
New Jersey Central Railroad Shares ‘ 1024 5 
Morris & Essex Railroad Shares. . 914 .. 91 
N. Y. Central Six p. ct. Bds. of 1883 93 .. 94 913 .. 9 92 
Erie First Mortgage Bonds of 1868.. 102} .. 104 =... 
Long Dock Bonds 5% .. 943 
Mich. Southern Sinking Fund Bonds 103 .. 105 |104 . 
Seven p.ct.2d Mtge. § _ 99% .. 99 
Central Pacific 1st Mortgage Bonds je 90% .. 
Union = ce 80 24 .. 
m= «Land Grant Bonds. r see 71 ‘ 70% .- 
4 * Income Bonds - 61% . ‘ 50 
Alton & Terre Haute Ist Mtge. Bds. 98 . 9D .. aS 
= 2d ‘ Pref. 5 874 - 87 
- 7 ‘** Income Bds. eS a ee 764 =. 
Belleville & So. Ill. lst Mtge.8p.ct. .. .. -. | -. 2. -- | 96% -- 
Chic. & N. W.Consol’n 8. F. Bonds {§ - 934) 904 -. 894 -. 
“ 1st Mortgage Bends. . ; Y cs 99 
Cleveland & Tol.Sinking Fund Bds. .. .. .. | 101 
“  & Pittsb’gh Consol’ Bds. : aa 
‘ ~ Second Mtge. js ne 
« Third “ 84| 98 
i Fourth “ = 
Chic., Rock Isl’d dz Pac. 7 p. ct. Bds. 
Milwaukee & St. Paul 1st Mortgage 
St.Louis & Iron Mountain R.R. Bds. 
Col. Chic. & Ind. Cen. Ist Mtge.Bds. 
“ee it 2d “ 
Toledo, Peoria & Warsaw Ist, E D. 
- Ist,W D. 
3% #3 «2d, W Dz 
Cedar Falls & Minn. Ist Mtge. Bis. 
Boston, Hart. & Erie Ist Mtge. Bds. 
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THE DAILY PRICE OF GOLD AT NEW YORK. 


(Continued from page 273, October No.) 


The following Monthly Table shows the lowest and highest premium daily on 
gold at New York, in the month of September, 1873, compared with the same 
period in the years 1868-72. The figures in full-face type denote the lowest 
and highest quotations of the month: ‘ 








SEPT. 1873. | L872. | 1871. | 1870. 1869. | 186s. 





Monday ..-| 154 16 | Sum. (923 12%) 163 163) 33$ 333, 448 45 
Tuesday ..| 153 164| 133 139] 12§ 13 | 16 168| 334 344) 44% 45} 
Wednesday| 15g 164/13 134] Sum. | 14 158) 354 36 | 43% 448 
Thursday..; 158 15%) 1: 134 138} Sum. | 354 37%) 43% 444 
Friday ....; 144 153 134 134} 134 Sum. | 444 44} 
Saturday ..; 12§ 144) I¢ 34 138] 143 364 Sun. 
Sunday.| Sun. | 13 4 143 364 | 448 45 
Monday ...| 12 12%! § : 38| 133 344 ¢ 444 443 
Tuesday...| 112 124,13 138] 1: 133 34$ 35%) 444 444 
Wednesday, 40% 114) 1% : 13% 35 354) 448 443 
Thursday.-| 11 11§ 4 d Sun. 35% | 43% 444 
Friday ....} 114 11%} ¢ 13g 13% | 44 443 
Saturday ..| 112 12 | 1 - 13g 14 54| Sun. 
Sunday-| Sun. | I: 14. 148) ¢ | 438 
Monday...} 11 118 13g 148/| 3: 433 
Tuesday --| 11 11% d ‘ 14 144] 364 364) 4 
Wednesday} 11§ 11%} 1: s | 13% 14 
Thursday -| 114 12% Sun. 
Friday ...-| 114 13} 13g 14 
Saturday ..| 114 12g 133 13% 
Sunday.| Sun. ‘ 13g 13% 
Monday ..-| *112 133 13% 
Tuesday ..| 118 124) 15 4 13. 133 
24| Wednesday} 11% 124! 123 138) 3: 
25|Thursday..| 114 118 : 5 Sun. 
26| Friday ..-.| 114 143) 1: 133 134 
27| Saturday ..| 134 154] 1: 134 13% 
28\/Sunday.| Sun. ¢ 5 | 138 14 
29| Monday.. -| 113 134) Sum. | 143 13g 14 
30|Tuesday..-| 11# 12}) 138 144] 148 14§|/No Board. |303 











tat fat 
WOK COMMAS WW ue 


14 
15 
16 
17 
18 
19 
20 
21 
22 
23 














* On 22d, the Gold Exchange was closed, for purchases and sales, on aceount of the financial 
difficulties. The rate fixed for settlement of the day between members was 112. 


MONTHLY PREMIUM ON GOLD AT NEW-YORK, 1868-73. 
DATE. 1868. | 1869. | 1870. 1871. | 1872. 1878. 


January ..| 334 424 ‘ 98 234 | 118 
February -| 393 44 214 4 12% 
March .... ‘ 16 | 148 
April .....} 37% i 4 15 : 163 
May...... | ¢ ‘ 54 r 163 
June .....| 3 K : d * 15 
OUy .5.63:| og | é > ‘ 34. O15 15 
August ...| 434 50 | ¢ 43 | 13 5g | 148 
September. 4; 3 } j f 5s | 10% 
October. -. : f . 5d | 
November. 
December. | 344 363 | 104 |} 114 133'—- — 


For daily price of gold from January, 1863, to December, 1872, see Banker's Almanac for 1873. 
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THE NEW YORK CLEARING HOUSE. 


This institution has been organized twenty years, during which 
time its aggregate transactions have amounted to $ 387,581,764,227.49. 


The transactions of the Clearing House for the year ending Sep- 
tember 30, 1873, were as follows: 


Currency Exchanges..............---- Keone - $ 33,972,773,942 97 
Currency Balances 1,152,372,108 25 
SON MINN a, 6 cvaiicyah near acini sain ininieavaibal 1,482,279,081 73 
Gold Balances 322,095,916 70 


Total transactions, 1872-3.............. ..-- 8 36,929,521,049 65 
This has been accomplished without error or loss. 


Annual meeting postponed this year until first Wednesday in 
January next. Consequently no change in officers until that time. 

The following banks are the only ones in the city that are not 
members of the “ Clearing-House Association” : 


1. Eleventh Ward Bank. 2. Bull’s Head Bank. 3. Fifth National Bank. 
4. Sixth National Bank. 5. National Currency Bank. 6. The Germania Bank. 
7. Ninth Ward Bank. 8. The West Side Bank. 9. N. Y. Gold Exchange Bank. 
10. Security Bank. 11. Harlem Bank. 12. Manufacturers and Builders’, 
13. Murray Hill Bank. 14. Bank of the Metropolis. 15. The Produce Bank. 
16. The Loaner’s Bank. 17. German Exchange Bank. 


Operations for Twenty Years—October, 1853, to October, 1873. 

Cash Balances Average Daily Ave. Daily 
Oct. to Oct. Exchanges. Paid. Exchanges. Balances. 
1858—1854 .. $5,750,455,987 .. $ 297,411,493 .. $19,104,504 .. $928,078 
1854—1855 .. 5,362,912,098 289,694,137 .. 17,412,052 .. 940,565 
1855—1856 .. 6,906,213,328 .. 334,714,489 22,278,107 .. 1,079,724 
1856—1857 .. 8,333,226,718 .. 365,313,901 .. 26,968,371 .. 1,182,245 
1857—1858 . 4,756,664,386 ‘ 314,238,910 15,393,735 .. 1,016,954 
1858—1859 (867,333 |. 1,177,943 
1859—1860 
1860—1861 
1861—1862 
1862—1863 
1863—1864 
1864—1865 
1865—1866 
1866—1867 
1867—1868 
1868—1869 
1869—1870 
1870—1871 


- 6,448,005,956 363,984,682 .. 2 
- 7,231,143,056 -.. 380,693,438 23,401,757 1,232,017 
- 5,915,742,758 .. 353,383,944 .. 19,269,520 1,151,087 
- 6,871,443,591 .. 415,530,331 22,237,681 .. 1,344,758 
- 14,867,597,848 -.. 677,626,482 .. 48,428,657 .. 2,207,252 
24,097,196,655 .. 885,719,204 .. 77,984,455 .. 2,666,405 
26,032,384,341 .. 1,035,765,107 .. 84,796,040 3,373,827 
28,717,146,914 .. 1,066,135,106 93,541,195 -. 3,472,752 


28,675, 159,472 1,144,963,451 93, 101,167 3,717,413 
28,484,288,636 1,125,455,236 .. 92,182,163 .. 3,642,249 
37,407,028,986 1,120,318,307 .. 121,451,392 3,637,397 
27,804,539,405 
29, 300,986,682 


-- 1,036,484,821 .. 90,274,478 3,365,210 
-- 1,209,721,029 .. 95,133,073 -. 3,927,665 
1871—1872 33,844,369,568 .. 1,428,582,707 .. 105,964,277 .. 3,939,265 
1872—1873 33,972,773,942 .. 1,152,372,108 .. 111,022,137 .. 3,765,921 


$ 369,571,908,170 94 Total Exchanges for twenty years. 
14,782,820,013 27 Total Balances for twenty years. 


$ 384,354,728,184 21 
2,689,651,246 29 Total Gold Exchanges for one and a-half year, 
537,384,796 99 Total Gold Balances for one and a-half year. 


$ 387,581,764,227 49 Total Gold and Currency Exchanges for twentyyears. 
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BANKING AND FINANCIAL ITEMS. 


NATIONAL BANKS.—The Comptroller of the Currency has issued circulars 
calling upon all the National banks for a report of their condition at the close of 
business on Friday, the 12th of September, 1873. The Bank Superintendent of 
the State of NEw YORK has already called for a report of the condition of all 
the State banks of that State for the same day, so that complete statistics of all 
the banks, State and National, in the City and State of NEW York can be com- 
piled from these returns when received. The Comptroller has also selected 
this day in order that he may be able to furnish complete statistics of the condi- 
tion of the National banks of the whole country just previous to the beginnin 
of the panic. As the call for the report has been delayed for ten days Suauadl 
the usual time, it is urgently requested that the bank officers will respond as 
promptly as possible to the circular of the Comptroller. 

THE BANKER’S ALMANAC FOR 1874.—The twenty-second volume of this 
series will be issued early in January next, for which are in preparation 
the following subjects: J. A list of National banks and State banks in the 
UnirED STATES, with names of President and Cashier of each, and names 
of New York correspondent of each. Also, alphabetical lists of cashiers and assist- 
ant cashiers. II. A list of private bankers in the UNITED STATES, with 
name of New York correspondent of each. III. A list of new savings banks 
in the Untrep States. IV. A list of banks and bankers in the leading 
cities of EUROPE, ASIA, AFRICA, AUSTRALIA, SOUTH AMERICA, WEST IN- 
pies, &c. V. Engraved views of new bank buildings in New York and other 
cities. VI. Engraved views of the mints in operation in London, Paris and 
Philadelphia. VII. Engraved views of the bourse or stock exchange buildings 
of Paris, London, Lyons, Marseilles, Hamburg, Bremen, Antwerp and other lead- 
ing cities of EUROPE (including that of Ancient Pompeii). VIII. Engraved fac 
similes of the new trade dollar of the UNITED STATES and of twenty new coins 
issued by foreign mints (to be continued annually). IX. Statistics of the coin- 
age of the UNITED STATES and of various countries of late years. Allin one 
volume octavo; price, three dollars. Information and suggestions for the new 
volume, and orders for copies, may be addressed to the BANKER’S MAGAZINE, 
No. 251 Broadway, New York. The cards of bankers will be inserted to order 
inthe Almanac for 1874, at $ 25 each, and will thas reach all parts of the UNITED 
STATES, and leading cities of EUROPE, AsiA, SOUTH AMERICA, &c. (Five 
thousand copies will be issued.) Engravings of new banking houses will be 
inserted to order in the new volume, on moderate terms. Such engravings can 
be afterward used by the bank for letter circulars, envelopes, drafts, &c. Those 
firms who have changed their New York correspondents are requested to give 
immediate notice to this office. 

GeRMANY.—A correspondent of the Chicago Times, says : 

An abundance of specie here, and a scarcity of bank notes, are growing 
evils. Some time ago the government made a move against the Austrian 
guldens, forbidding the acceptance of them at the post and telegraph offices. 
Business houses generally refuse them except at a discount of 10 per cent., 
which one would think would be enough to drive them entirely out of the 
country ; but they seem to be as plenty as ever. A curious inconsistency, how- 
ever, the quarter gulden passes at full value. The Austrian government, how- 
ever, is having its revenge, and the Prussian thaler passes only for twenty-eight 
silver groschens. 

There is a regular glut of Prussian silver thalers. If one tenders a bank note 
in payment of a small debt, he is sure to get all silver in return. Twenty-five 
silver thalers weigh about a pound, so that if the debt be small and the note 
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large, oue has the pleasure of carrying a couple of pounds of silver around in 
his pockets, and makes one feel the burden of riches. But there is no remedy. 
One goes home and puts his treasure in a strong box, and keeps enough thalers 
for the ordinary expenses of the day, but finds that his next purchase perhaps 
amounts to a little more than the quantity reserved. So you draw out another 
bank note, with a bad grace, and om to change it for a few pounds more of 
silver.—Letter from Coblentz. 


SavinGs BANK.—The Mobile Register says: 


An interesting question will be shortly submitted to our courts, involving the 
legality of one of the by-laws of the FREEDMEN’S SAVINGS AND TRUST ComPa- 
NIES in general. Thisinstitution was created by an Act of the Congress of the 
UNITED STATES, approved in 1865, and has branches in almost every city of the 
Union. By one of the regulations which the charter authorizes the trustees to 
adopt, it is' provided that said trustees may, when in their opinion required, exact 
a notice of sixty days from any depositor previous to the withdrawal of his 
funds. This rule, which is universal] in most if not all the savings banks of the 
country, was ordered tu be put in force by the Mobile branch, and from the time of 
said notice no deposits, beyond a limited amount, were paid on demand, but the 
notice duly registered. we however, two Conti Street lawyers, who had 
a pretty large deposit, presented their check for the full amount, and were an- 
swered that the bank, to protect itself, had to enforce the rule. Thereupon the 
two gentlemen applied to the Circuit Court for a writ of attachment against the 
property of the bank, and an officer was, toward evening, placed in charge of it. 


NEw RaiLway.—Among the important railway improvements in progress is 
one, the object of which is to insure completion of the intercdlonial railread 
from Porto Caballos, on the Atlantic, to the Bay of Fonzea, on the Pacific. The 
length of the entire line is 220 miles, seventy of which have been completed 
and are now in operation by this route. It is said that the distance to San 
Francisco, will be shortened by nearly 1200 miles, and four days’ time saved, as 
compared with the Panama route. 

MEXICAN CorInaGE.—A test of the Mexican silver dollar was recently made at 
the New York Assay Office, under the direction of Dr. LINDERMAN. The dol- 
lars were of recent coinage (restored eagle dollar die). The weight of single 

ieces showed very wide variations—from 407 to 430 grains, the legal standard 
ones 417. These bore the mark of the mint at Chihuahua, and had evidently 
been issued without any regard to a proper adjustment. They averaged 904 
fine, slightly above the Mexican standard. The variation in weight is such as 
to render their sale as dollars very uncertain. 

CURRENCY.—Treasury officers say that the last dollar of the fifty-four millions 
additional National bank circulation, authorized by the act of 1870, will not 
have been issued to the banks in the Western and Southern States, until about 
the time that Congress meets, December 1. Therefore, it is not likely that the 
twenty-five million redistribution clause of the same act will be executed. ‘The 
Secretary of the Treasury, on suggestion of the Comptroller of the Currency, 
will recommend a repeal or modification of that clause. 


The Comptroller of the Currency, on the 13th instant, issued a circular calling 
upon all the National banks to report their condition at the close of business on 
Friday, September 12. This is all very well, but it would have been more 
satisfactory in the way of furnishing information as to the condition of the banks 
had the report been called for a date a week or fortnight later. We then 
should have learned something of the effect of the failures and the run of the 
18th of September upon them. 

New Yeork—Tue ATLANTIC NATIONAL BANK.—Mr. CHARLES E. STRONG, the 
receiver of the ATLANTIC NATIONAL BANK, has announced that he will pay a 
dividend of fifteen per cent. on October 1. This is the second dividend, one of 
forty per cent. having been declared last July. 

New York.—The NATIONAL BANK OF THE COMMONWEALTH has filed a 
petition in the United States Circuit Court to enjoin the Comptroller of the 
Currency and Isaac H. BAILEY, claiming to act as receiver of the bank, from all 
further proceedings under such receivership. The petition sets forth that the 
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pretended ground for the appointment of a receiver—that the bank had refused 
to pay one of its circulating $5 notes, was not a fact. The petition recites that 
no notice of the appointment of any special agent, as provided by law, was 
given prior to the appointment of a receiver. 


Stock EXCHANGE.—Messrs. ROBINSON & SUYDAM, SMITH & SEAVER, J. P. 
WHITFIELD, J. G. RIEKE, and C. G. WHITE, have been reinstated at the Stock 
Exchange. 


Cooperstown.—The banking business of the late firm of C. W. Smiru & Co., 
at Cooperstown, Otsego County, N. Y., has been merged in that of the First 
NaTIonaL BANK of Cooperstown. The old firm retires with credit to itself. 


CALIFORNIA.—The numerous banks in CALIFORNIA, being organized under a 
gold basis, do not feel any inconvenience from the want of legal tenders. The 
rirstT NATIONAL BANK of Stockton, in that State, commenced business in 
March, 1873, declared a dividend of one per cent. for month of September. 
The gold notes now in circulation are generally preferred to gold by farmers 
and others. 


CONNECTICUT.—It appears that A. J. HINE, cashier of the NATIONAL BANK 
or ANSONIA, ten miles trom New Haven, has been using the funds of the bank 
for speculation. The surplus of $ 40,000 is all gone. LLtNe also loses his pri- 
vate fortune. The full extent of the losses is not as yet ascertained. The bank 
is supposed to be solvent. 


DistRicT oF CoLUMBIA.—The report of the examiner of the NATIONAL MET- 
ROPOLITAN BaNK of Washington, shows that the capital stock is unimpaired, 
that there is a considerable surplus, and that the assets are sufficient to pay the 
creditors. 

FLonipa.—It is stated in Jacksonville that the stock of a National bank, to 
be established in that place, has been taken by Northern men, and that two New 
Yorkers have the undertaking in charge. 


GeorGIA.—A run was made on the Savings Department of the SAVANNAH 


BANK AND TRUST COMPANY, and on the SOUTHERN BANK OF GEORGIA. 
The run on the SAVANNAH BANK AND TRUST CoMPANY ceased about 12.30 
P.M. That on the BANK OF GEORGIA continued up to the hour of closing. 
Both were fully able to meet all demands. The other banks were proceeding as 
usual, and the excitement diminishing. 

Savannah.—The Chamber of Commerce, September 26, held an adjourned 
meeting at ten o’clock at night, to receive the report of its Committee, who 
presented the following : 

Resolved, That the banks and banking houses of Savannah will only meet 
demands of depositors by certification of checks, to be used as the necessities of 
the holders may require, until the temporary difficulties are removed, and until 
exchange can be negotiated or currency be received to move the crops. 

The banks are acting according to this resolution. 

Atlanta. —JOUN H. JAMES, banker. who suspended, resumed in a few days 
thereafter. Leading business men and bankers guaranteed his solvency to the 
amount of $290,000. 

Raitroad.—The bona fide mortgage bondholders of the Brunswick and Albany 
(GEORGIA) Road, 172 miles in length, have successfully foreclosed, under the 
orders of the proper Georgia Courts, their first mortgage, at a sale of the road a 
few days since at Brunswick, for $530,000, subject to $150,000 liens for me- 
chanies’ labor, ete. The American and German-American bondholders were 
represented by Mr. I. De NEUFVILLE, of Exchange Place, who bought the road 
for their account. 


ILiinots.x—Mr. D. W. Virrum, hitherto Vice-President of the First 
NATIONAL BANK OF CANTON, ILLINOIS, was, in October, elected President, in 
place of Mr. JAMES H. MeCatt, deceased. Mr. CurisrorHerR WILSON 
succeeds Mr. VirruM as Vice-President. 

Chicago.—The banking firm of Lunt, Preston & KEAN, at Chicago, has 
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been dissolved, and is succeeded by the new house of PRESTON, KEAN & Co., 
consisting of STEPHEN P. Lunt, Davip PRESTON, SAMUEL A. KEAN, FRep- 
ERICK W. CROSBY, and JAMES PayNE. Their New York correspondent is the 
NATIONAL SHOE AND LEATHER Bank. 

Currency.—The amount of currency in the city now is uncomfortably large. 
One bank yesterday asked a customer as a favor to draw out $ 25,000 instead of 
giving a check for that amount payable through tho clearing house—a singular 
contrast to the condition of things two weeks ago.—Chicago Tribune, Oct. 13. 

Chicago.—The UNIon NATIONAL BaNK reopened its doors and resumed 
business October 13, the Comptroller of the Currency having notified the Direc- 
tors that they were free to resume, as the vote of liquidation adopted by the 
bank was illegal, some of the stock having been voted by proxy, whereas the 
law requires in such cases the votes shall be by the stockholders in person. 


Iowa.—The stockholders of the suspended MERCHANTS’ NATIONAL Bank, 
October 2d, elected C. H. BoorH as Cashier, vice R. A. BABBAGE, and GEORGE 
W. MITCHELL President, vice F. W. SHEFFIELD, to settle up the bank's affairs. 
Mr. BABBAGE’s defalcation is $ 267,000, and Mr. SHEFFIELD’s $ 62,000. 

Defalcation.—An investigation into the affairs of the suspended MERCHANTS’ 
NATIONAL BANK of Dubuque, by the directors, shows that a system of frauds has 
been perpetrated upon the stockholders and patrons by the officers of the bank 
which has never been exceeded in any concern of its size. The amount 
abstracted from the bank reaches the sum of $329,478. Of this amount F. W. 
SHEFFIELD, the President, has obtained $62,188, and BABBAGE, the Cashier, 
$ 267,229. These sums have been abstracted by means of notes and bilils, by 
overdrafts, and by direct steals covered by false entries, which latter have been 
made upon the books to the amount of $ 14,000, which is all charged up to 
BABBAGE’s account. They represent balances which did not exist, and in other 
cases were purely fictitious. The directors publish a card in which they promise 
to make public a statement of the affairs of the bank. They say that every effort 
will be made to secure all the property possible to cover the amount of the im- 
mense frauds and startling defalcation, and that prompt steps are being taken to 
realize speedily the greatest amount that can be made outof the property. By 
an unanimous vote of a meeting, at which two-thirds of the stockholders were 
represented, the bank has been put in liquidation, and its affairs will be 
wound up. 

Railroads.\—AN IOWA RatLRoaD SoLpD—A UNION PAciFIC MANDAMUS 
SuiT.—DeEs MOINES, Oct. 17.—The Des Moines Valley Railroad was sold at 
Des Moines, Iowa, October 17, under a foreclosure of mortgage. The southern 
half, from this city to Keokuk, was sold to J. AUGUSTUS JOHNSON, New York, 
for $1,175,000, including a portion of the rolling stock. The northern half of 
the road, from this city to Fort Dodge, was sold to C. H. PERRY, of Keokuk, 
for $475,000, including a portion of the rolling stock. It is rumored that the 
purchase is in the interest of the Chicago, Burlington and Quincy Railroad 
Company. 

KENTUCKY.—The WESTERN BANK, at Louisville, remains in active business. 
A. F. CoLpEweY, President; HENRY HuRTER, Cashier. Their New York 
correspondent is the CENTRAL NATIONAL BANK. 


LovuIstaNA.—The NEW ORLEANS BANKING ASSOCIATION, C. CAVAROC, Pres- 
ident, in accordance with a resolution of the Board ,of Directors, October 4th, 
goes into liquidation, and will be placed in the hands of a receiver. Owing to 
the assistance extended the bank by its President, the house of C. Cavaroc & 
Son has also failed. : 

New Orleans.—The GERMAN SECURITY BANK was not among those that 
suspended here, as published in the despatches to some distant papers. It has 
promptly paid every demand made on it. 

New Orleans.—At a meeting of all the bank presidents in New Orleans, Sep- 
tember 25, it was resolved to pay no check for more than $100. All larger 
checks are to be certified, and the arrangement to continue thirty days. This 
action is considered precautionary to prevent a drain. The merchants generally 
approve of the course the banks have taken. 
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The following address was issued by the banks of this city: 


The undersigned, incorporated banks and bankers of the City of New Orleans, 
desire to inform the community of the motives which actuate them in partially 
suspending payment of currency upon their demand obligations, owing to a 
partial suspension of currency payments by the associated banks of New York 
and other Northern cities, and the consequent refusal of the Western and other 
banks to receive checks on New York, as is the regular course in the settlement 
of collections made here for their account. It is ascertained that a very large 
remittance of currency hence has been made upon peremptory orders within the 
past five days. To such an extent indeed has this prevailed that at the same 
rate only a few days must elapse before our vaults and the community would be 
entirely depleted of the means essential to the ordinary movements of trade. 
At the present moment foreign exchange is unsalable in New York, and as we 
derive from this source our main supply of currency, we are now thus deprived 
of our only means of restoring the amounts lost by shipments to the West and 
the interior. We have therefore taken this step as a means of self-protection, 
and for the benefit of the agricultural as well as the commercial interests, and as 
the only means through which the incoming crops can be moved without ruin- 
ous sacrifice in prices. The duration of this protective policy is limited to a 
period of thirty days, during which time we are confident that the daily receipts 
of cotton and sugar will afford us a prompt and ready relief, and compel cur- 
rency to seek this market. 


Citizens’ Bank. State National Bank. 
Union National Bank. New Orleans National Bank. 
Germania National Bank. Bank of America. 
Teutonia National Bank. New Orleans Nat. Banking Association. 
Louisiana National Bank. Canal Bank. 
Hibernian National Bank. Mutual National Bank of America. 
Bank of Lafayette. People’s Bank. 
Pike Bros. & Co., bankers. 


Malne.—They are having a financial excitement in Aroostook County, MAINE, 
although it can hardly be said yet to have culminated ina panic. At the pres- 
ent time that county has hardly any other currency than the “ American” issue 
of the St. STEPHEN'S, New Brunswick, BANK. As these bills are not current 
outside of that county and the St. Croix Valley, much inconvenience is caused 
to business men. These bills, whichresemble United States Treasury notes to 
some extent, are “ orders on Z. Chipman,”’ a St. Stephen’s merchant and an officer 
of the bank. It has lately occurred to the Aroostook people that these “ orders” 
might be multiplied to any extent, and a feeling of alarm has been excited in 
business circles. The merchants of Houlton have voted, at a public meeting, 
to take no more of these “ orders ”’ after the Ist of November. 


MARYLAND.—Officers of the Associated Banks of Baltimore met September 
25, and resolved, in view of the present financial situation, not to pay out money 
on checks except what may be required for legitimate business purposes, the 
banks to certify all good checks which can be used in business transactions. 
It is confidently believed here that the banks in the city were never in a sounder 
condition than at present, and their action this afternoon is recognized as a pru- 
dent precaution against any panic. The President of the GERMAN SAVINGS BANK 
States that deposits are in excess of the amounts drawn from the bank. Mer- 
cantile and commercial interests of the city, while experiencing to some degree 
the general pressure and tightness in money, are regarded as being on a safe 
and sound basis, no failures being at present anticipated. As elsewhere, trade is 
very limited, no heavy transactions taking place. The feeling to-day, sympa- 
thizing with the favorable dispatches from New York, is much better than for 


several days previous, and it is confidently expected that business will soon 
Tevive. 


MASSACHUSETTS.—Considerable excitement in financial circles at Lowell 
was caused by the report of a large defalcation of the cashier of the MERCHANT’S 
NATIONAL BANK, JOHN N. PIERCE, Jr., who is also treasurer of the CENTRAL 
Savincs BANK. But little information could be obtained, but as near as 
can be learned the amount of the defalcation is between $ 40,000 and $50,000. 
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It is stated by one of the directors that PrERCE had money of the bank 
amounting to about $175,000 at one time, of which he has returned about 
$80,000. The capital of bank is $ 400,000. The surplus of about 5 per cent. is 
absorbed. PfERCE has not had the key for days. Rumors are circulated that 
he has left. 

The trustees of the CENTRAL SAVINGS BANK, assisted by experts, have ex- 
amined the accounts of the treasurer, J. N. PIERCE, Jr., who was present, and 
find them minutely correct and the funds safe. 

President HOSFORD reports that they have arrived at the condition of affairs 
sufficiently to relieve, in a great measure, their anxiety. If the statement of 
PIERCE’S account is correct since the first of October, as he thinks it is, the de- 
faleation will fall short of $70,000, while the surplus of the bank is $77,000, 
PIERCE’s bond is missing; the lock of the president’s department having evi- 
dently been tampered with. The bank authorities deny having made any agree- 
ment with PIERCE to settle the irregularities, but they evidently made some ar- 
rangement by which he has paid back money and bonds and transferred his real 
estate. General BUTLER is his counsel. More than $60,000 of the deficit was 
arrived at in the examination. 

Hingham.—The stockholders of the HINGHAM NATIONAL BANK at a meeting 
voted to reduce the capital of the bank from $200,000 to $140,000, and con- 
tinue the business. LOVETT, the defaulting cashier of the HINGHAM Bank, 
was before United States Commissioner HALLETT, and, not being ready for 
examination, he was held in the sum of $ 50,000 for his future appearance. The 
bail was given. 

MIcuIGAN.—An employee in a Detroit banking-house was accidently locked 
in the inner vault the other day, and, after being sought in other directions, was 
finally discovered there inanimate through suffocation. He was ultimately re- 
stored to consciousness. 


Missourt.—St. Louis, September 25.--A slight run having been made on the 
banks of St. Louis on the 25th September, it was decided at a meeting of 
bankers, to suspend the payment of checks or drafts, either in currency or ex- 
change, until the excitement in the East subsides and the former condition of 
the markets is restored. Shipments of flour tothe East having been virtually 
suspended by the recent advance in railroad freights, the Board of Directors of 
the MERCHANTS’ EXCHANGE have petitioned railroad companies to restore the 
old rate during the present financial troubles. 

Pike County.—Mr. ALBERT M. WEIR was, in October, 2lected Cashier of the 
BANK OF PIKE COUNTY, at Louisiana, Missouri, in place of Mr. E. ©, Murray, 
at the same time Mr. W. H. BiGGs was elected President in place of Mr. HuGu 
ALLEN. Their New York correspondent is the NATIONAL PARK BANK. 


NEW JERSEY.—The condition of the NEw BRUNSWICK STATE BANK is con- 
ceded by the stockholders to be better than at first supposed, although the long 
promised public statement is still delayed. The bank’s capital was origiually 
$ 250,000, and the surplus $212,000. The total amount of the bank’s indebted- 
ness on account of the irregularities is estimated at about 4 762,000, or about 
$300,000 more than both capital and surplus. The bank holds $350,000 collate- 
ral securities given by the Carpet Company for claims against it which the bank 
in its assets values at $20,000. The entire loss cannot exceed $600,000. A 
meeting of the Board of Directors, President JoHN R. FORD and CHRISTOPHER 
MEYER offered to advance $100,000 each towards settling the bank’s indebted- 
ness, provided the directors and stockholders make up the remaining % 100,000. 
This $300,000 is to be used, together with the bank’s total assets, capital and 
surplus, towards settling all claims against the institution. 

Elizabeth. For some weeks past (it is understood) the NaTionaL STATE 
BANK at Elizabeth, N. J., had been much embarrassed, from the fact that A. 5S. 
WoopbrvFF, the cashier, had made a number of bad loans. The stockholders, 
having examined into the affairs of the institution, reques‘ed the cashier and 
the directors to resign. These gentlemen have tendered their resignations, and 
a new directory is to be selected. Colonel KEAN is to be the new president, and 
has agreed to advance $101,000 to the bank. The other new directors are also 
expected to advance an equal amount. 
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Ou1o.—The Cincinnati Clearing-House Association has adopted the following 
resolution : 

Resolved, That for the protection of our commercial interests, and for the pur- 
pose of preventing a drain of currency from the banks and bankers of this city, 
we do hereby agree to adopt substantially the plan adopted in New York, 
viz.: They will not pay out currency on checks except for small sums, tu be 
optional with the banks upon whum they are drawn, but they will certify checks 
drawn on balances in their hands, payable through the Clearing House only. 

Each member of the Clearing-House Association is required to deposit such 
sum, in approved securities, as will at all times cover the amount of his clear- 
ings. Government bonds are received at their par value. Railroad and other 
stock and bonds and bills receivable are received at seventy-five per cent. of the 
value fixed on them by the committee. Loan certificates are issued by the com- 
mittee, which can only be used in the settlement of balances between the banks, 
and are not negotiable. The banks have since resumed currency puyments as 
usual. 

Zanesville. —The MUSKINGUM VALLEY Bank, A. H. Brown, President, A. V. 
SmiTu, Cashier, closed its doors October 2d, after standing a heavy run for seve- 
ral days. C. W. PoTwIn has been appointed as assignee, and states that in a 
short time the bank will pay dollar for dollar. The First NATIONAL sustained a 
heavy run all day, and announce they are fully prepared to meet every de- 
mand. The UNION BANK aiso stood up under the heavy run, and invite all 
having claims to present them. A great deal of excitement prevails. The 
MusktnGuM VALLEY, which suspended, will probably resume soon, with 
Cuartes W. Porwin and HEZEKIAH STURGES at its head. 


PENNSYLVANIA —-The operative department of the Philadelphia Mint has been 
set to work, by directions from Washington, at a specific rate of coinage of ten 
millions of double eagles per month till otherwise ordered. The California Mint 
is running at its full capacity on gold coinage and the trade dollars. Bullion 
to the amount of $3,00U,0U0 has been added to the fund of the Assay Office at 
New York to pay promptly a!l deposits of sovereigns. 

Philadelphia, September 30.--A meeting of the creditors of E. W. CLARK & 
Co. was heid September 30. A statement was made showing as follows: 
Liabilities secured, $1,042,526; do. unsecured, $ 1,041,498; total, $2.084,024. 
Assets, including stocks, bonds, loans, biils receivable and other securities, and 
real estate, $ 2,464,355. Leaving a surplus of $ 380,331. At an adjourned 
meeting of the creditors of E. W. CLark & Co., October 2d, a committee which 
Was appointed to examine the assets and liabilities reported that the statements 
by the firm were correct, and recommended that an extension be given. The 
report was unanimously agreed to. A form of agreement was approved and 
signed by numerous creditors, including nearly all the largest in amount. It 
Was explained that the firm had $ 9UU,0U0 of Western assets in the form of 
railroad bonds and real estate, which were not valued in the statement, the firm 
wishing to show their ability to pay from their own assets. The firm propose to 
pay in full, with interest, in less than twelve months. 

Philadelphia. —THE PHILADELPHIA UNION BANKING CoMPANY.--The UNION 
BaNkinG Company here have submitted to their creditors the following prop- 
osition, which they say will en+ble them to resume business at an early day. 
The creditors shall take fifty per cent. of their claims in the stock of the bank, 
and the bimk shall then resume business, placing the other fifty per cent. in 
cash to their credit. 

Jay Cooke & Co.’s PROPOSsITION—JAY CooKE & Co. have completed their 
detailed statement of assets and liabilities, and proposed, October 4th, a plan 
of settlement te their treditors as follows: The members of the firm surrender all 
their partnership and individual property. .E. A. RoLiis, late Commissioner 
of Internal Revenue, has been chosen, with the approval of the leading credi- 
tors. to manage the winding up of the estate. Pro rata dividends will be made 
as fast as sufficient cash is realized from the conversion of assets, beginning 
very soon after the basis is approved by the ereditors. Settlements may be 
made with individual creditors under restrictions which guard the rights of all. 
The trustee is to act under the advice aud control of a committee of three prom- 





398 Banking and Financial Items. [November, 


inent Philadelphia business men, Messrs. S. M. WELTON, late President of 
the Philadelphia, Wilmington and Baltimore Railroad Company; WILLIAM C. 
Houston, of the GIRARD BANK; and DELL NOBLITT, Jr., President of the 
CoRN EXCHANGE Bank. After all the debts are paid in full, the remaining 
estate will be reassigned. It is understood that the bem do not propose to call a 
general meeting of the creditors, as the creditors are so scattered as to render 
such meeting impracticable. They will, however, address notes to such of their 
creditors in the three cities as can be conveniently seen from day to day at each 
point, and submit papers with oral explanations. 

Reading.—BusHonG & BRo., bankers, of Reading, suspended October 9th. 
It is stated that they will keep their bank open for the adjustment of accounts, 
and convert their assets into cash for the meeting of all their liabilities. 


Pittsburg.—There was a meeting of the creditors, October 9th, of the late 
banking firm of JAMEs T. BRapy & Co. A statement of the firm was made, 
from which it appears that the total liabilities of the firm are $ 432,000, and the 
assets $271,000. A settlement was effected by giving notes at from nine to 
thirty months, with interest, with TENNESSEE lands and bonds of the Cincin- 
nati and Great Republic as security. The amount due individual depositors is 
about $190,000. The LAWRENCE SAviINGS BANK and the NATIONAL Trust 
Company, which were forced to suspend recently, in consequence of a heavy run 
made upon them, resumed business in a few days. 


Athens.--The First NATIONAL BANK of Athens, PENN., was robbed, October 
13th, by five men, who seized and bound the cashier. Twenty thousand dollars 
were taken. 


RHODE IsLAND.--An adjourned meeting of the Providence banks, September 
30th, received and adopted the report of a committee recommending a liberal 
policy on the part of banks toward each other and customers; that each bank 
should request its depositors to draw checks payable through the clearing house, 
and should certify checks payable through the clearing house; that deposits 
made in banks in currency be aid out to such depositors in currency, and that 


deposits made in certified checks —— in kind. The Providence banks are 
i 


in a generally sound and strong condition. 


SouTH CaROLInA.—There is an improved feeling in money circles at Charles- 
ton. The National banks and the UNION’ BANK pay currency as usual, and the 
deposits continue larger than the disbursements. Three-fourths of the cotton 
sales to-day were for greenbacks instead of exclusively for exchange, as had 
been the case since the crisis commenced. 


TENNESSEE.—-The First NATIONAL BANK of Memphis suspended business 
for a few days, owing to the prevailing fever. The bank resumed active busi- 
ness October 2d. F. S. Davis, President; JoHn T. FaRGAson, Vice-President; 
W. W. Tuacuer, Cashier; C. W. SCHULTE, Assistant Cashier. This bank isa 
depository and financial agent of the UNiTeD STATES. Their New York corres- 
pondent is the NATIONAL PaRK BANK. Some idea may be formed of the disor- 
ganization of the community at Memphis, from the fact that the deaths frum 
yellow fever were thirty to forty per day in October. 


Knorville.--The banks at Knoxville are transacting business as usual, and 
have sustained no losses at New York. 

Nashville.—-The National banks of Nashville, four in number, in view of the 
present state of financial affairs, have agreed to suspend currency payments on 
all balances exceeding $200. The Board of Trade, at a large and full meeting, 
unanimously approved of the course of the banks, and adopted a resolution that 
merchants and business men would continue to deposit wifh and aid the banks 
by every means in their power. A general good teeling prevails among business 
men, and there are no symptoms of a panic. 


VirGinta.—The BANK OF CoMMERCE has been established at Richmond, VA., 
under a special charter, as successors to the late firm of Isaacs, TAYLOR & 
WILutaMs. President, WiLLtIAM B. Isaacs; Vice-President, WILLIAM G. 
TayLor; Cashier, Joun C. WILLIAMS. The present capital is $ 100,000. 
Their New York correspondent is the CHEMICAL NATIONAL BANK. Their card 
will be found on the cover of this work. 
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RESUMPTION.—We are pleased to announce that Messrs. A. M. KIDDER & 
Co., No. 4 Wall Street, have resumed active business. Also, the banking firm 
of BRowN, WADSWORTH & Co., No. 22 Nassau Street. Messrs. HOWES & 
Macy, 30 Wall Street, are receiving deposits and transacting business as before. 


The NEw YorK CLEARING Hovuse.—The Clearing-House banks resolved, 
Thursday, October 23, to do away with the “ pooling” and equalization, or 
“scaling,” of greenbacks, from and after November 1. The resolution, as at 
first moved by the BANK OF COMMERCE, was to stop the unequal process at 
once, but an amendment was carried to substitute November 1, and, as amended, 
the resolution was adopted without a division. No motion was made to extend 
the amount of the seven-per-cent. Relief Certificates used in settlement of Clear- 
ing-House balances. A letter from the President of the UNITED STaTEs to Mr. 
WILLIAMS, of the METROPOLITAN BANK, which was simply read, and the Presi- 
dent thanked for his kind suggestions. 

At the CLEARING-HOUSE ASSOCIATION the following resolutions were adop- 
ted : 

Resolved, That the message of the President of the UNITED STATEs to the 
banks of New York be respectfully and gratefully acknowledged, and we cor- 
dially reciprocate his kind wishes, and will act in the spirit which he recom- 
mends. 

Resolved, That from and after the first of November next, the equalization of 
legal tenders by the banks of this association be discontinued. 


FOREIGN EXCHANGE.— Messrs. JOHN MUNROE & Co., No. 8 Wall Street, are 
drawers of bills, in sums to suit, on the CONSOLIDATED BANK, London, and on 
MUNROE & Co., Paris. (See their card in the advertising sheet of the BANKER’S 
MAGAZINE. ) 


Savincs BankKs.—The annual return from the trustee savings banks of the 
UNITED KINGDOM shows that at the end of their year, on the 20th of November, 
1872, the amount due to depositors was £ 39,620,652—namely, in ENGLAND and 
WaALes, £ 32,546,401; in SCOTLAND, £ 4,452,492; in IRELAND, £ 2,221,852; 
and in the Channel Islands, £ 459,907. To this is to be added £ 19,312,339 due 
at the end of 1872 to depositors in post-office savings banks; making the total 
deposits, in round numbers, £ 59,000,000 sterling. The deposits increased in 
1872 by upwards of £ 3,000,000; in the post-office savings banks by more than 
£ 2,250,000; and in the trustee savings banks by £ 860,000. The number of 
accounts open was nearly equal in the two classes of savings banks; in the trus- 
tee savings banks 1,425,147, and in the post-office banks 1,442,448. The number 
of accounts will soon reach 3,000,000, for the number in the trustee savings 
banks increased by 21,069 in the past year, and in the post-office banks by 
138,956. There were 484 trustee savings banks in the UNITED KINGDOM at the 
end of the year, byt the post-office banks had risen to 4,607 in number. 
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NEW BANKS, BANKERS AND SAVINGS BANKS. 


(Monthly List, continued from October Number, page 322.) 


Additions to this list are solicited from the subscribers to this work. 


NEW YORK CITY. 


Laidlaw & Co. Simons & Chew. 


Place and State. Name of Bank. N. Y. Correspondent. 


Carlyle, Ramsay «& Seiter............. Merchants’ Exchange N. B. 
Carbondale, “ City Bank Henry Clews & Co. 
Lebanon; Seiter & Ramsay...-..-.----.---Merchants’ Exchange N. B. 
Shelbyville, “ First National Bank 


Eldora, TIowa.....Bowdle & Newcomer........./ Austin Corbin. 
Mason City, “ ....-T. G. Emsley 

Sac City, “ ..--.D. Carr Early 

Florence, Kan..... Miners’ Bank and Sav. Inst...Henry Clews & Co. 
Washington, “ George W. Shriner...........Austin Corbin. 


Allegan, Micu. .. Allegan City Bank...........-/ American Exchange N. b. 
Benton Harbor,“ -..Hopkins & Jackson Kountze Brothers. 


North Lansing,“ ..-E. Angell Henry Clews & Co. 
St. Cloud, *¢ .. St. Cloud Bank Henry Clews & Co. 


Greenville, Miss. ....W. H. Archer & Co Henry Clews & Co. 
Chardon, Ono Geauga Sav. & Loan Asso....Heury Clews & Co. 


Pottsville, Pa...... Merchant’s Exchange Bank ..-. Henry Clews & Co. 
Westchester, “ Westchester Bank Henry Clews & Co. 


Meet, Tetas....:.B Bi WNe¥. cscs cccecccssccs Swenson, Perkins & Co. 
Winneconne, WIs...Sackett & Co...........----. Ninth National Bank. 


International Postal Money Orders.—The establishment of the international 
postal money order system between the UNITED STATES and GREAT BRITAIN 
and GERMANY has proved even more successful than was anticipated. The 
balances have, as a matter of course, been largely against this country ; or, in 
other words. more money has been sent to ENGLAND and GERMANY through 
the Post Office, from this country, than has been sent here from them. The post 
office department remits weekly about £3500 to ENGLAND, and a still larger 
amount at the end of each mouth in settlement of the monthly accounts; so 
that the monthly balance against the UNITED STATES is about $ 75,000, or at the * 
rate of nearly $1,000,000 per annum, which is the amount remitted to GREAT 
BRITAIN annually through the money-order offices, more than is remitted to this 
country from ENGLAND in the same way. This difference is very largely ac- 
counted for by the remittances of English and Irsh emigrants sent to their 
relatives to assist them in coming to the UNITED STATES, or for their use at 
home. 
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CHANGES OF PRESIDENT AND CASHIER. 
OcToBER, 1873. 
(Monthly List; continued from October No., page 318.) 
Banks are requested to furnish prompt notice of any future changes. 


Name of Bank. Elected. In place of 
Ansonia N. B., Ansonia, CONN.Charles H. Pine, Cash...A. J. Hine. 
First Nat. Bank, Canton, ILL.D. W. Vittum, Pres *James H. McCall. 
- “ Christopher Wilson, V. P.D. W. Vittum. 
Union Sav. Bk, Waterloo, lowa.Edmund Miller, Pres A. T. Lane. 
Neodesha S. B., Neodesha, KAN.Wm. Hill, Cash.........H. H. Henderson. 
Conway N.Bk., Conway, Mass.E. D. Hamilton, Pres....John D. Todd. 


Quinsigamond Nat. Bk., 
Worcester, « Alden A. Howe, Cash ..-*Joseph S. Farnum. 


First Nat. Bk, Lake City, MInn-G. F. Benson, Pres L. H. Garrard. 


Lucas Market Sav. Bk., 
ag ree Mo.M. W. Seely, Pres H. L. Patterson. 
Home Sav. Bk, St.Louis, “ H.S. Parker, Pres Jos. Hodgman. 
Capital Bank, “ “« Wn. Throckmorton, Cash.J. G. Hermann. 
F.XD.Sav.Bk,Kansas City, “ G.W. Sedgwick, Pres...A. A. Bainbridge. 
Bank of Pike County, « ) W. H. Biggs, Pres. ...--- Hugh Allen. 
Louisiana .......-- } A. M. Weir, Cash E. C. Murray. 


Farmers and Merchants Bank, 
Middletown Pt.... N. J.C. H. Wardell, Cash H. W. Johnson. 


First N. Bk., Tarrytown, N. Y..J. Odell, Cash *J. H. Rosenquest. 


Farmers N. B., Mansfield, O.Geo. A. Clugston, Cash ..Jacob Hade. 
ClintonCo.N.B.,Wilmington, “ F. M. Moore, Pres R. E. Doan. 


First Nat.Bank, Gettysburg, Pa-H. 8. Benner, Cash George Arnold. 
Merchants’N. B, Memphis, TENN.T. H. Rice, Cash John J. Freeman. 


Pe ‘ople’s Sav. B.,Lynchburg, Va.J. W. Ivey, Cash James O. Williams. 
People’ s Sav. B. ,Petersburg, “ R. G. Greene, Vice-Pres..E. Armstrong. 
" « §.C. Donnan, Cash......J. M. Donnan. 


* Deceased. 


Bank Houmays.—There will be two legal holidays in the State of NEw 
YORK in the month of November, viz: 


TvuEspay, November 4th, a general election day throughout the State, (being 
the first Tue sday after the first Monday in November,) according to the statute. 


II. Tuurspay, November 27th.—This day has been named by the President 
of the Unrrep States, in his proclamation as a DAY OF THANKSGIVING. 
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DISSOLVED OR DISCONTINUED. 
[ Monthly list, continued from October No., page 320. ] 


NEW YORK CITY. 


[ Of the suspensions noted below, many are probably but temporary. Besides these 
a number of banks and bankers have been mentioned in the daily press which have 
already resumed currency payments, or are on the eve of doing so. } 


Albert Cole. William Hoge & Co. 
Delos E. Culver & Co. Northrup & Chick. 
Gibson, Casanova & Co. C. H. Pierce. 
Gilman, Son & Co. Whittemore & Co. 
George Bird Grinnell & Co. Wise & Cross. 

Lees & Waller (succeeded by Laidlaw & Co.) 


CoNNECTICUT.—A. F. Abbott, Waterbury, (suspended. ) 
DELAWARE.—John McLear & Son, Wilmington, (suspended. ) 
GEORGIA.—Dollar Savings Bank, Atlanta, (suspended. ) 
ILLINOIS.—John Kinsey, Chicago, (suspended. ) 
InDIANA.—Farmers’ Bank, Greencastle, (suspended.) 


. Iowa.—Orchard City Savings Bank, Burlington; Merchants’ National Bank, 
Dubuque, (failed) ; Head Brothers, Jefferson, (suspended. ) 


Kansas.—First National Bank, Leavenworth, (suspended). 
LoutsiaNa.—New Orleans Banking Association, (failed. ) 
MARYLAND.—William Fisher & Sons, Baltimore, (suspended.) 


MICHIGAN.—W. W. Carpenter, Benton Harbor, (succeeded by Hopkins & 
Jackson); T. P. Sheldon & Co., East Saginaw, (suspended); B. C. Hoyt 
& Son, St. Joseph, ( failed.) 


MissourRI.—Union National Bank, St. Louis, (gone into liquidation); A. H. 
Shindler & Co., Waverly, (dissolved.) 


MINNESOTA.—R. J. Mendenhall, Minneapolis, (suspended. ) 
NEBRASKA.—Farr & Trew, Gibbon, (dissolved,) (succeeded by F. S. Trew.) 
NEW JERSEY.—State Bank, New Brunswick, (suspended.) 


New York.—Ford & Fuller, Albany, (suspended); H. W. Burt & Co., Buff- 
alo, (suspended) ; C. W. Smith & Co., Cooperstown, (united with First National 
Bank.) 


Nort CaroLina.—Burbank & Gallagher, Washington, (suspended.) 


Onto.—First National Bank, Mansfield, ( failed) ; Harshman & Gorman, Day- 
ton, (suspended); Kraus & Smith, Toledo, ( failed); Muskingum Valley Bank, 
Zanesville, ( suspended. ) 


PENNSYLVANIA.—James T. Brady & Co, Pittsburgh, (suspended); Bushong 
& Brother, Reading, (suspended.) 


TENNESSEE.—De Soto Bank, Memphis, (suspended); Mechanics’ Bank; 
Traders’ Bank, Nashville. 


Texas.—H. Seeligson & Co., Cuero, (continue at Indianola); W. Jockusch 
& Co., Galveston, (suspended.) 


Wisconsin.—W. S. Candee, Milwaukee, (suspended. ) 
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FINANCIAL CHRONOLOGY. 
[Continued from October No., page 323.] 


SEPTEMBER. 


BANK OF ENGLAND rate raised to 5 per cent. 

First NATIONAL BANK, Hingham, MASSACHUSETTS, closed, on account of 
defalcation of $40,000 by Lovett, Cashier. 

Reopening of the New York Stock Exchange. 


OcTOBER. 


Suspension of NorTHRUP & CHICK, Bankers, New York. 

Suspension of PATON & Co., 341 Broadway, New York. 

Failure of GEORGE B. GRINNELL & Co., Stock Brokers, New York. 

Resumption of business by A. M. KIDDER & Co. 

Suspension of N. O. NATIONAL BANKING ASSOCIATION. 

Defaleation of Cashier of MERCHANTS’ NATIONAL BANK of Lowell, Mass. 

Suspension of GIBSON, CASANOVA & Co., Bankers, New York. 

Resumption of currency payments by banks of Cincinnati. 

Report of New York Clearing House recommends liquidation of NATIONAL 
BANK COMMONWEALTH. 

Suspension of WILLIAM HoGe & Co., Bankers, New York. 

Suspension of GILMAN, Son & Co., Bankers, New York. 

Defalcation of $ 300,000 by Cashier of State Treasury of NEw YorRK. 

BANK OF ENGLAND rate raised from 5 to 6 per cent. 

Resumption of business by BROWN, WADSWORTH & Co., Bankers, New 
York. 

BANK OF ENGLAND rate of discount raised to 7 per cent. 

Bids for $ 1,974,600, loan deficiency in Sinking Fund, State of New York. 


New York GoLp EXxcHANGE.—The following is a list of the officers of the 
New York Gold Exchange for the ensuing year, and who were elected October 
21, 1873: 

President, James B. Colgate. First Vice-President, E. T. Bragaw. Second 
Vice-President, T. F. B. Parker. Treasurer, R. L. Adams. Secretary, Wm. P. 
Wescott. 

Members of the Executive Committee.—Charles H. Ward, Wm. B. Bend, B. K. 
Stevens, James Curphey, W. J. Hutchinson, Simon Schafer, J. F. Underhill, 
Aug. Limbert, John Wallace. 

Finance Committee.—E. S. Ballin, Charles Unger, L. C. Meyer, J. Seligman, 
W. T. Hatch. 

Arbitration Committee.—Townsend Cox, M. C. Klingenfeld, Jos. H. Tucker, 
C. H. Leland, C. O. Baker. 

Committee on Admissions.—C. F. Davenport, C. Garlichs, E. W. Gould, H. C. 
— A. V. Richards, H. A. Hurlbut, Jr., R. B. Whittemore, W. B. Sanctor,. 

oward Bird. 
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NOTES ON THE MONEY MARKET. 


New York, Ocroser 23, 1873. 
Exchange on London, at sixty days’ sight, 107 @ 108 for gold. 


The money market has been in a continued state of excitement throughout tlie 
month of October. The failures of numerous bankers in September and October 
have lessencd confidence as to the pos'tion of firms hitherto in first- lass credit. 
The drain upon currency in Wall Street continued fot several weeks, for account of 
Western and South: rn bankers, who have had to sustain a severe pressure for tle past 
six weeks from their own depositors. 


The chief features of the month of October are noted in a rapid decline in the rates 
of exchange, at New York, on Enetanp, and on the Continent, and in heavy ~hip- 
ments of coin and bullion from Liverpool tothe Unrrep States. Bankers’ bills on 
London, at sixty days’ sight, have been sold this month as low as 105 to 1 6, equiva- 
lent to 3 to 4 per cent. discount, the real par being about 10914. 


There is a temporary cessation of foreign export of gold from New York to Evrore, 
the shipments to the thir] weck of October, since 1st January last, having been 
$42,926,000. The comparative exports tor the same period (914 months) having been 
as follows: 

Year 1856. . $29.090,000 Year 1862. ..$45.811,000 Year 1868. ..$ 66 430,000 
** 1857. .. 33,216.000 ** 1863. .. 36.007.000 * 1869... 27.283,000 
1858. .. 1864. .. 35,806,000 1870. .. 50.686.000 

1859. .. 60,019,000 1865. .. 23.803,000 1871. .. 56.717,000 

1860. .. 40 060,000 1866. .. 54,113,000 1872. ..  60.233,000 

1861. .. 3,283,000 1867. .. 42,922 000 1873. .. 42,926,000 


On October 7, the steamship Java arrived at this port with the first shipment of 
bullion mad: from Europe after the reception tere of the news of te financial evisis 
in America. The following is a list of te bullion arrived trom Enexanp at this port 
since the movement commenced : ; 

I EE Fin 6.s6k oc cadacccddianadnsasine canine abaicienmmeaaeed £ 372,000 
Donau, do, " 136 000 
Italy, do. kb 250,000 
Baltic, do. 5 525,000 
City of Paris, do. 


Making a total of £1,28:3,000 
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of which amount £ 1,037,000 passed into the Assay Office in this city. The sum of 
£1,936,000 is on the way to this port, making the aggregate about fifteen millions of 
dollars; a large portion of which will go to the mint, and a still larger portion will 
be returned to Europe within three or four months. 


There is a marked decline in the foreign importations at this port ; equivalent to ten 
per cent. for nine months of 1873, compared with 1872. The general results for three 
years (to date) are as follows : 

Foreign Imports at New York for Nine Months from January 1. 
1871. 1872. 1873. 


Entered for consumption $165,096,546 $ 159,292,057 $ 143,353,313 
Entered for warehousing 111,353,165 147,989,463 100,371, 260 
Free goods . 22,584,178 37,998,958 67,960,217 
Specie and bullion 5,586,766 5,002,483 3,901.492 
Total entered at port $ 304,620,655 $ 350,282,961 $ 315,526,282 
Withdrawn from warehouse... 98,625,022 127,863,482 96,840,250 


Of the $ 350,282,961 imported for the first nine months of the year 1872, only 
$ 118,452,918 consisted of dry goods ; of the $ 315,586,282 landed here for the nine 
months ending with September, 1873, only $ 98,893,708 were in dry goods ; the remainder 
consiste| of sugar, tea, coffee, spices, drugs, metals, liquors, wines, hides, leather, 
wool, and the like. 

The following will show the comparative customs at this port for the last month and 
since the beginning of the year: 

Revenue from Customs at New York. 
1871. 1372. 1873. 

In September $ 15,733,891 $ 13,274,126 $10,959,722 
Previous Eight Months 102,559,904 100,409,026 85.013,531 


Nine Months $ 118,293,796 $ 113,683,153 ........ $95,973,254 


All of the above figures represent coin. 

With a decrease in imports amounting to over six millions and more than six mil- 
lions gain in the exports, the trade presents a different aspect from the report of last 
year. We now bring forward the re!ative exports from the beginning of the year : 


Lxports from New York to Foreign Ports for Nine Months from January 1. 
1871. 1872. 1873. 
$ 166,414,661 $ 158,102,659 $ 206,756,640 
996 262 1,147,343 1,618,167 


GP: GOBBI osc: 0iiic ouinccceses 5,893,916 7,418,010 6,877,128 
57,619,924 58,382,370 41,559,101 


Specie and bullion 
DORN ORME ois i sco'esalencies $ 230,925,363 425,050 382 $ 256,811,036 
do. exclusive of specie....... 173,305,439 166,668,012 215,251,935 
The Stock Exchange, at New York, was reopened September 30, without any re- 
newal of the panic; before the session closed “the official announcement was made that 
no one had failed on that day, and that there was not a single delinquent member on 
earlier transactions. This virtually marked the close of the panic; public confidence 
has been restored in great measure, and trade and commerce are flowing back into 
their natural channels. The National Bank of the Commonwealth is the only suspen- 
sion among the banks. 
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The banks of the City of New York have issued no weekly statement through the 

Clearing-House since the 22d September, owing to the financial condition: 
Legal Weekly 

1867. Loans. Specie. Tenders. Circulation. Deposits. Clearings. 

Jan. 5 ....8257,852,460 ..$ 12,794,892 ..$ 65,026,121 ..$ 32,762,779 ..$ 202,533,564 .$ 466,987,787 

Jan. 4,’68.. 249,741,297 .. 12,724,614 .. 62,111,201 .. 34,134,391 .. 187,070,786... 483.266,304 

Jan. 4, ’69.. 259,090,057 .. 20,736,122 .. 48,896,421 .. 34,379,609 .. 180,490,445 .. 585,304,799 

Jan. 3,'70.. 250,406,387 .. 31,166,908 .. 45,034,608 .. 34,150,887 .. 179,129,394 .. 399,355,375 

76,496,503 .. 31,611,330 .. 56,815,254 .. 33,070,365 .. 219,083,428 .. 562,736,404 

. 263,417,418 .. 20,028,846 .. 45,245,358 .. 32,153,514 .. 188,238,995 .. 467,692,982 

296,237,959 .. 16,526,451 .. 71,348,828 .. 30,494,457 .. 243,308,693 .. 561,366,458 

. 270,534,000 .. 25,049,500 .. 40,282,800 .. 28,542,800 .. 200,409,200 .. 551,802,964 

289,002,800 .. 22,795,500 .. 54,951,400 .. 27,416,100 .. 232,387,900 .. 485.973,837 

. 277,720,900 .. 19,478,100 .. 41,165,400 .. 27,613,800 .. 203,808,100 .. 642,834,841 

286,879,600 .. 18,612,200 .. 45,802,100 .. 27,501,000 .. 217,168,500 .. 661,411,941 

281,344,900 .. 16,370,500 .. 40,724,000 .. 27,601,300 .. 202,066,100 .. 818,260,202 

273,534,000 .. 15,664,400 .. 34,940,500 .. 27,715,800 .. 187,687,000 .. 780,498,463 

270,721,100 .. 18,677,800 .. 40,051,700 .. 27,564,400 .. 196,471,900 .. 698,038,785 

. 277,958,800 .. 19,482,000 .. 44,332,300 .. 27,447,100 .. 208,136,500 .. 454,272,030 

..+ 286,905,800 .. 33,551,400 .. 48,168,000 .. 27,276,200 .. 232,369,400 .. 478,571,386 

. 289,389,100 .. 31,249,300 .. 49,957,100 .. 27,225,100 .. 239,118,300... 547,225,952 

289,986,200 .. 30,272,200 .. 50,030,500 .. 27,188,000 .. 238,840,900 .. 465,719,370 

. 288,883,000 .. 23,095,200 .. 44,729,300 .. 27,281,900 .. 220,390,300 .. 447,799,948 

288,374,200... 21,767,000 .. 38,679,900 .. 27,355,500 .. 212,772,700 .. 553,727,902 

284,536,200... 20,442,300 .. 36,717,200 .. 27,383,400 .. 207,317,500 .. 548,295,978 

278,421,700 .. 18,844,600 .. 34,307,900 .. 27,414,200 .. 198,040,100 .. 654,392,916 


It is believed that the banks will be in a condition in a few days to resume the pay- 
ment of currency on all checks and drafts, and to transact business in the usual 
mode. The suspension of currency payments has created serious inconvenience to 
the community, and was authorized only by the extreme exigencies of the day. 


The foreign exchanges were so disorganized at our last monthly report that no spe- 
cific tabular statement could well be made. Commercial bills on London were sold 
recently at as low a figure as 102, (equivalent to 7 or 744 per cent. discount;) and 
bankers’ sixty-day bills sold in moderate amounts at 1051¢ to 106 ‘at the height of the 
panic. These low prices led to large shipments of gold from ENetanp to New York, 
for investment in prime bills at low figures. 


Foreign Exchange this week has been nominally steady on the basis of 1061¢ a 106% 
for Bankers’ 60 days Sterling bills, and 1075 a 108 for do. at short sight. We quote: 
Bills at 60 days on London, 105 @ 106 for commercial; 1061¢ a 106% for bankers’; 
do. at short sight, 1075¢ a 108; Paris, at 60 days, 5.42% a 5.32; do. at short sight, 
5.30 a 5.2714; Antwerp, 5.4214 a 5.3384; Swiss, 5.40 a 5.321¢; Hamburg, 4 Reichs- 
mark, 9214 a 9314; Amsterdam, 385 a 393g; Frankfort, 391¢ a@ 4014; Bremen, 4 
Reichsmark, 9214 a 9314; Prussian thalers, 6934 a 70%. 


The prices at this date, compared with June, July and August, are as follows: 


Sizty days’ Bills. June 21. July 21. Aug. 21. Oct. 22. 

On London, bankers’... 109 @ 109% .. 109% @ 109% .. 10734 @ 108 ..107 @ 108 

” commercial 1083 @ 108% .. 108% @ 109 .. 107% @ 107% ..105 @ 106 
Paris, francs, # dollar.. 5.2834 @5.243g .. 5.2749@5.23% ..5.35 @5.30 ..5.42% @5.32% 
Amsterdam, # guilder. 39% @ 40% .. 40 @ 40% .. 3956 @ 40 .. 385% @ 39% 
Frankfort, # florin .... 40% @ 413%... 41 @ 41% .. 40% @ 40% .. 39% @ 40% 
Hamburg, # 4 R’mark.. 955 @ 96% .. 95% @ 96% .. 944 @ 95 .. 92% @ 93% 
Prussian thalers 71% @ 72% .. 71% @ 72% .. 705 @ 71% .. 69% @ 70% 


The above rates for this week’s steamers are obviously below par, and cannot re- 
main so for any length of time. Bills on Evrorz must soon return to their real par 
or approaching it, as the balance of indebtedness is largely against New York. 
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The banks of Boston have made their weekly exhibits regularly, and in view of the 
disorganization existing throughout the country, the present condition of the banks is 


favorable. 
Loans. 


Jan. 6,1868.... $94,969,249 
Jan. 4,1869.... 98,423,644 
Jan. 3,1870.... 105,985,214 
Jan. 2,1871.... 111,190,173 
July 3 eeeeeeee 119,152,159 
Jan. 1, 1872.... 115,878,481 

112 164,800 


Specie. 
- +. $1,466,246 
2,203,401 
3,765,347 
2,484,536 
1,441,500 
4,469,483 
- 2,740,100 


Legal Tenders. 


Circulation. 


++. $ 15,543,169 ....$ 24,626,559 


12,938,342 

eee 11,374,559 
sees 12,872,917 
13,117,482 
9,602,748 


9,471,800 .... 


25,151,340 
25.280, 893 
24,662,209 
24.816,012 
25,715,976 


sees 


The deposits (after this date) include the amount due to other banks. 


Jan. 6, 1873... 
WO Bic civin 
Mar. 3 

April 7 

May 5 

June 2 


122.872,700 
125,088,700 
124.390,400 

120,001,600 
117,501,100 

117,959,600 
122,947,000 
123,617,400 
123,200,800 
123,417,600 
124,068,000 
123,523,800 
122,108,000 
119,832,700 
119,463,000 
120,327,300 


The Philadelphia banks have ceased their weekly exhibits for the present. 


. 2,075,400 
vee 2,253,300 
. 1,015,100 
922,600 

.+« 1,401,100 
s+ 1,269,200 
... 1,935,400 
- 1,536,000 
.+. 1,042,800 
. 1,121,500 
1,006,300 
«++ 1,238,500 
.-. 1,642,900 
. 1,399,200 
w+. 1,363,400 
. 1,608,000 


. 11,122,500 
. 11,507,300 
se. 11,185,600 
8,939, 300 
9,191,600 

. 11,406,800 


«eee 11,267,600 


- 10,955,600 
- 10,671,900 
- 10,733,200 
- 10,071,300 
9,016,300 
8,418,600 
8,182,700 
&,308,100 
9,003,200 


- 25,614,400 .... 
25,485 800 .... 
. 25,457,500 .... 


25,519,400 
+++ 25,625,700 
+ 25,445,100 


+ 25,948,400 


- 26,061,500 .... 


24,877,000 .... 


+++ 25,487,700 .... 
«+» 25.550,000 .... 
«++ 25,451,400 .... 
++» 25,490,200 .... 
+++ 25,544,500 .... 
-+ 25,611,500 .... 
+++ 25,682,400 .... 
- 25.677,700 .... 


Deposits. 
++ «-B 40,856,022 
37,538,767 
40,007,225 
46,927,971 
50,693,067 
46,994,488 
48,875,500 


eee 
eeee 
eee 

sees 


74,113,500 
77,272,500 
74,833,700 
64,623,200 
65,809,400 
69,422,800 
73,218,900 
71,110,300 
68,745,400 
68,625,500 
67,662,400 
64,837,700 
61,822,200 
56,638,700 
55,913,400 
56,950,600 


We 


reproduce the returns from our last number, to which no additions have been made for 


the public eye. 
Loans. 
$5°, 002,304 
* 4, 1869 
* 3, 1870..... 51,662,662 
51,861,827 
55,631,723 


59,659,324 .... 
55,370,011 ... 
57,062,437 .... 
56,867,858 ... 
57,075,617 .... 
59,006,414 ... 
61,135,011 .... 
60,480,403 ... 
59,923,183 ... 
59,714,370 .... 
59,317,093... 
58,254,221 ... 


Feb. 3, “ 
Mar.3 “ 
April7, 
May 5, 
June 2, 
July 7, 
Aug. 4, 


“9%, 


59,007,671 


58,109,410 .. 


50,716,999 .... vine 
«e+ 1,290,096 


Specie. 
«+++ $235,912 
252,483 


«eee 1,071,528 
«+++ 1,069,585 
228,338 
424,458 


130,936 
238,944 


322,626 


210,215 
208,580 
205,780 
271,973 
258,965 


352,775 .... 
271,544 .... 


116.089 .... 


356,531 


Legal Tenders. 


oe. $16,782,432 


11,228,988 


13,952,002 .... 

10,576,155 .... 

10,599,532 ... 
9,917,655 .... 


9,663,471 


11,641,739 ... 
15,377,993 .... 


14,513,757 
15,227,709 
-+ee 13,391,000 
eee 13,348,119 

+++ 13,608,988 


13,179,110 


eee 12,432,254 


13,210,397 .... 
12,670,198 .... 
12,653,166 . 


Circulation. 


Deposits, 


. +++ $10,639,000 .... $36,621,274 


10,593,719 


11,370,25 


11,444,767 
11,450,378 
11,454,680 
11,440,920 
+ 11,476,794 
11,473,843 


10,568,681 .... 
10,813,212 .... 
11,348,851 .... 
11,345,868 .... 
11,331,579 .... 


11,389,972 .... 
11,475,119 ... 
11,438,679 ... 
11,434,591 .... 
11,431,847 .... 


38,121,023 
38,890,001 
38,660,403 
42,049,757 
50,021,793 
40,861,114 
42,120,451 
41,495,605 
40,124,310 
45,177,200 
51,833,223 
48,200,545 
48,255,437 
45,395,053 
45,089,892 
44,697,137 
44,363,277 
43,018,525 


The New York Clearing-House Association postponed their annual meeting for this 
year, from October till January next, when tke election for the usual officers will take 
place. We give in another portion of this number a summary of the operations of 
the Association for the past year and the previous nineteen years. 
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Some idea of the extraordinary fluctuations in stocks in this market may be formed 
from the following comparative table, which shows the closing prices for stocks on 
September 17 (the day before the suspension of Jay Cooke & Co., the beginniny of 
the panic), on September 20, when the Stock Exchange was suddenly closed, and on 
September 30, at three o'clock : 

Sept. 17. S pt. 20. Sept. 30. 
Closing. Closing. Bid, Asked, 
9% .. Mm .. 91% 
103 -- 111% oo §6. BA“ 
aa 53% oe 514% oe 5114 
Lake Ghote... ...cecss © hiicoacitod 9038 os 83 as 7434 ee 75 
Wabash ... 55% eh 44 nih 44'5 ore 45 
North-Western ° 40 én 43 <a 44 
North-Western Pref............... 75% aa 70 hie 65 se 66 
Rock Island. 1015¢ ss 88 by 901% iy 91 
Milwaukee and St. Paul PY re 3334 
MI IE savcdcunsciaccodcces 68 2934 
Union Pacific 5614 ne : ve 19%4 
C., C. and Ind. Central 2334 is ‘ ns 234% 
Hannibal and St. Joseph 2315 


ee er rt rr re K a 
I. casein enedanns sindedeuan 11314 9415 


Del., Lack.. and Western 8734 on 
West. Union Tel 661% ay 6614 
Pacific Maii 3334 a 34 


Such has been the severity of the revulsion in money affairs, recently, that the money 
markets of Europe are thereby disturbed. The values of American and local securi- 
ties in those markets have undergone violent fluctuations ; and the rates for money 
have gone up rapid!y, accompanied by an advance in the Bank of England rates, from 
4 to 5, and trom 5 to 6; and at the close of last week, from 6 to 7 per cent. 


Throughout the country at large financial prospects seem everywhere brightening. 
No additional failures of consequence dre reported, and comparatively few operatives 
have yet been discharged from large manutacturing establishments in consequence of 
any monetary stringency. One feature of the month is a letter from Secretary Richard- 
son giving his reasons for declining the proposition of the New York Produce Ex- 
change, that he should issue currency to the banks on special gold deposits in the 
Bank of England, and prepay the United States bonds due January 1, 1874. It is also 
considered probable that the Treasury will have to draw on the forty-four million 


reserve to meet future demands. 


DEATHS. 


At Warertown, Jefferson County, N. Y., on Thursday, September 18th, aged 
twenty-nine years, Frepertck L. Wovuttey, Assistant Cashier of the Mercuayt’s 


Bank of Watertown. 

At Mownratn City, Nevapa, on Saturday, August 30th, aged sixty-three years, 
James IH. McCaxt, President of the Frrst Nationat Bank of Canton, Iniimors, from 
its organization in May, 1864, till his death. 





